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' ) 3 CHAIRPLRS ((M:"' Call L]u, mectlna to o*der
4] 1 apologize. - Juglwd up the wrang ilue on the 1elephone
@ | % %) and couldn't get off, ‘
) A ) o &) )
56 . Is it staff'y desire to change the order in which
W fi : ~ .
o T we take these items up? :
® . 8 TXECULIVI OFI‘ICER NURTLR OP: Ay, Chairman{ we
’ L ' 9 | have had a _request fromcthe City of Long Beach that we
o . 7 S ;\/f! ‘ . o - . -
L o 10 | handle Item Number ! on the calendar last. If it pleases
@ . / /AN - ' v
IVQ A the Commisszion, of we could take 2, 3 and 4 Lu\\st, we -
l //\\\‘ . i )
e ) 12 | would a'llc)w them some time.
| " 7 </// R v 0 . ]'/ /
| 4 13 ) UIAII\PI R.:(M\ {CORY: .Item ‘Number 2, [fWould you
J‘@ o R V- ex/‘blaln ‘L\hrﬁ: to us, Mr, L.\ecutlvc Officer? \\
‘ »/ - i
" “ S 15 {/ EXECUTIVL OFFICLR mOR'lIIROP Mr, lmlman, this
. , 16 | is @n amendment for regulatory requirements for Avc‘o whigh =
3‘@ “17 | would permit Arco to observe any Chdnge in our ré‘guldtmom
“N8 | in their’ aperatlonx of £ of Rincon Off“}hore I‘m]d in Vemuxa
lad o0
- 19 | It was on,the calzmlar last month. © {Due to_an overslght in
- N v ) \\

0 c 20 | our staff legal pasition, the language was unclear. This
21 | is a clarification, . 1 o
. - 22  CHAIRPERSON CORY: Is thorc. anybody 1n tTm audlence
“ G » 23 yomr this item? Any questions from Commissioners? o
| 24 ' Without objection, Calendar Item 2 will be approved

25 | s presented, "
@ ' ‘
| PETERS SHORTHAND REPORTING CORPORATION ;“
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% lﬁem S, G&tﬁy Oilﬁéohpany.'

i Q
(2 LRLCUETXh OFPICER &ORTHRQP:M M; Chalrﬁdn, this
o ’ “%;3 is aﬁ autborlzatlon to zo fqr competitive bid for 3 net,
‘rﬁﬂb 4 .proflts lcase on abou 900 acres within Grey L‘éqe for Qﬁ
5| oil. and gas lease. ¢ ' | ~?4£\
6 _CHAIRPERSON CORY: Just a minute. I mean, Grey
S 7| Lodge is° the home of fleld\tr;qlsé Thls is not golnq to
bt o 5 8| interfere with anythlnq important, is it?‘
C 9 hXIEC[}}‘IVI; OFFICER NORTHROP: Prob:&bly the

, ‘ N
~ansillary things will make field? ‘trials even better.

® - ;‘m A TRBTEREON . ‘ o
o 14 CHALRP@RSUNuhugﬁ: I doubt that. Anybody in the
12 | audiende on this item? Anx/ﬁuustimns from Cbmﬂissioners? E
S & Wzthout Ob]&bttﬁn, the ‘calendar item ds approved
D coe y4 | s pr esented| 7 ‘ ,
h 5 ftemp4, McCulloch 04l and Gas, N
EXECUTIVE OFFICLR NORTHROP: Mr. Chairman, like

£
;
o

.
-~ i
~ B

Iron 3, Item 4 is for approxlmarelv 414 acres within

18 Llndaey Slough for a $20 a@ aure plus & net proflt% bid

Y \) 2 o \.,r
S 0 . 19| onm thdt prop@rty for oil and gas 1eases, v
;Q \ : o ~20 CHAIPM'RSON CORY Anvhodv in the audlence -on
Wer ‘ B .
., . . 21 this ditem?- Questlons frcm Cbmmlssloner
A 22 . Item 4 will be approved as presented,
ﬁ% . S+ I , We are now at Item 1. o -
T 24 EXECUTIVL OFFICIR NORTHROP: My, Chairman, Item
e #7725 | Numbg |r 1 is the determindtion under PRC Code 6701 and 6702
A ‘
: . . Ry ‘
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N ' 1 of a contract bo*tw een the City o[ Lonm “3&3&41 J.nd tne Ivmtnez
? 2 'ij}foper'tics, Ltd. Mr. Les (Jrlznet.,’“tt;\{my mm;.,dmte rlg]t \
/J (\ 3 ,;ﬁi/(;and‘ Gary Hern, to Mr. Hight's l‘l”ht, Lhave worked on the

’ 4| contract; and the Attorney General“-&* staff, Sue Wylie and
® o “Greg l‘aylor from the Attori}py General's staff_‘f h'é’.ve w:o‘rk%‘d

.\ 6| on it, as well J.S( \\u@ own | Caunsel. v

7 | ummm aqow\ CORY: Go ahead.
C@w 8 ! AR. GRIMES: The C.Lty of uon{.{ BLach has recwested

® 1 the L.ommlss:uon to ma]».e the determlnatmns set forth in

;U 310:150&:1011 $702(b) of thﬂ Publme:; chources Code mth respe‘ct
® RAE S Yo Leuw 1)etween thc Port and Wrather Port Properties.
f() 12| Briefly, the determmhmxa rolate to: Conformance with

o 13 the granting statutes, procecd«s of the lease shall be
@ 12 | expended for stgatenlde purposes as authorized by such
o 15 | granting statutes; and (¢), that the lease is in the best
- 18 interests of the state. _ = ,

17 The leaséff}'includes the RIS, Q’ﬁeen Mary together
| 18 | with approximately %Esacres of filled ;solvey,:ign lands gn

[ {; 19 | pier J, including the site of the"‘\"'Queen&I\Iary Iiéating and

1?0 20 | Cooling Plant. The area is outlined in yellow as- Palcels 1,
J 2ty 2 und,” 3 on the phate exhibit theve. 'lhe lease also cOntaln«:
h? . 22 an option to lease a wvater-covered 51te adjacent to the
)Q ’ J23 | leased area of approximately 235 acres for tuture development

<1
24 | ag ;i small boat marina, addltloml hotels and restaurants.

A 25 | wrather proposes to install and exhibit the vSpruce Goose

e | |

| PETERS SHORTHAND REPQRTING CORPORATION
L T EAGHAMENTO. OALIFORNIA sesze - -
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if//b | 1| within the leascd area’ | ny o R
@ 2 This optiofi area is in rod on the exhibit, and &
< 37 it's parcels 4, 5 and 6, 255 acres. |
\\\ 4 k_{\ Hv'I’hc: lease is Gritten for a term of 40 years, but
G A -5 A will pro’uably become a Go-year lease on Janua‘ry 1 when gg
4 '9”’6 the city's new chartc.r hoconc,s effeutlve.
o 7 CIIAIRPE Rh(:N ‘CORY: is that charter been apnroved
¢ 8 by the Leglslature'? i A X/
9 | ) MR. PARKIN: It doesn t have to, hye any more,
U lb Mr. Cory, It's been {mproved by ’che voters, and it just
(-] 11 | gets filed with the Murctuy (E State, .
| 12| N EXBCUTIVE OFFICER NORUIROP; That was Robert
° l,a Parkin, Hsﬂv o
l@ “ 14 MR. GRIMES; - Thef:*fii'ét vear's "rentalwfor the lease
15 is $600, 600 fvhich éum is increased periodically to \:$Z
e - 16 mllllcm durlnp the 15th lease year, ; ""he amount of fixed
® o 2 17 m.nlmum rent 1‘7\ subject to adgustment ev"*e*"v fifth year
g‘ 18 | commencing) with the eleventh lease year. / The fixed
' s ’ {9 | minimum rent is subJ ect to éﬁnartlal oﬂfset ‘during the
;‘: 20 second through su@h leaseﬂ years up to a to(fgal‘ of §2
{ ’ 5 21 mlllmn for excess cost*s of Operatlng the Quéen ’Iaiy
|
. 22 | Heating and Codling Plant Any rent so offset becomes
9 \ 23 paya’qle durlng the seventh t}irc‘\ugh seventeenth lease };*ears
0 24 | as an add)}tlon to the £ixed Ql;tinimum vent for those years.
25 ! The rent defé\@:ment and recoupment procedures do
0 -~ \ r N
e PETERS SHORTHAND REPORT!NG CORPORATJON
e — < poousat tous sk surs s /
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not provide for the payment qf interest on deferred rentals.
Depending upon which option Wrather exercises regarding“
the Queen Mary,ithis interest loss may be as freat as
$2-1/2 million.

For' the pcrmitted activities on the leased and

optionad areas, the city shall receive the following

&

percentage remtal amounts against the fixed minimum. For

hotel TOOMS, they'll get seyen and a half rercent- of the

gross; food and beverage, they! Q@ get three percent sub-

lease rentals, they'll get ten percent; museum and tour

dCthlthu, five pcrccnt'ﬁﬁarlna, ten pbrcent parking

0y
i

During the fifth lease year only, Wrather shalil

have the right to terminate the lease in its entirety or

.!

"as to the Queen Mary and the Queen Mary Heating and Cooling

Plant only. In either event, Wrather must purchase the

Queen Mary, “dispose of the furniture, furnishings, equipment

and artifacts and salicit proposals from salvagers foxr the

removal of the Queen Mary from the present site. The gross

together with the sum

oo

proceeda from ‘the sale and salvagc
of $500,000 and ang deferred rents due-tihe city, constitute
the purchase prlce payable by Wrather to the city.

\ @ Also after the fifth lease year, Wrather hasﬂthee

- /
option to furchase the” Queen Mdry for a purchase price to

be agreedgupon but not to exceed $9.5 million.

s

e T

i)

i'\

PETERS SHORTHAND REPORTING OORPO’RATION

7700 COLLEGE TOWN DRIVE. SUITE 209
SACHAMENTO, CALIFOANIA 95826 k.
TELEPHONE (916} 383-3601 LAY

o d & # P/
=] ‘ N RRE
. B 8

i
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1is exercised, the Queen Mary w111 1ema1n at its Iresent
JI I

}51tn at Pier J and continue to be operated for the balance

of the term of the 1ease The percentace rents for thos e

i,

1CthlthS conducted on t1e Queen Mary "are reduced by

/r

one - half upon theﬂ&onsummatacn of the purtnase

N\
AN

Staff énuly51s as presented in your agenda itenm
indicates that the 6702 findings can be made subject to
two conditions. Staff concern with lack of periodic remt
review in the maring scheddle,ﬂand the lack of
definite devélopment plans on the 235-acte option area
‘leads us to recommend g@at the Commission require the lesase

to be amended to provide that the Commission have review
gl
|

authority of proposed developments within the option arean

©

and that the marina nent schedule be reviewed at 20-vear
intervals,
With those two conditions, the staff would
recommend approval of the contract. | |
?ff\ CﬁﬁIRPERSON CORY: Would you again or would one
k 4

of the 1awyers tell us why is this item before the

Commission in terms of what our resnon51b111t1es are under
b

/%hls section? ' o

MR. TAYIOR: Mr. Chairma¥i this item is before

0

you under 6702 of the Public Resources Code.  This section

was enacted to ensure thdtqlesseeb of trust property wpuld

i . ,\// [
have a valid lease if the;e was any subsequent amendment of

. oy
s

PETERS SﬁORTHAND REPOR&‘ING CORPORATION
7700 COLLEGE TOWN DRIVE, suu‘a 208 ‘
SACRAMENTO, CALIFORNIS/35825 - S
TELEPHONE {916) 3833801
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11 the trust grant. You're sétﬁing in a differcnf capacity

2} than vou normally would:in reviewing éhe activities of

31 a grai%ee in thét you must make thrue findings, which Ur,
h4 Grlmes/has gone over, the last of whxch is in #he best

5| interests of the state. The first is that it's within,

6 | ‘the purposes of the trust and the sccond is that the oy
7 proceeds go to tbf trust account;J%o an approﬁrlate trust
8 account. )

4 () This section was enacted in 1970 at the requestl

10 | of the title 1ndustry because they worc uncertain as to

11 | what would happen 1n the event of a revocation of a grant,

12| such Asrhappened in San Diego where theﬁjconsoiidated the

13| port, and in the case of LJLgOBeach, their grant has bera

14 | modified a number of times. Also, there has geen one bther
15 amendment to the grant, bﬁ; I can't think wheré it was.
&357 Somewhere in‘ihe San Franciscokﬁay Area.

17 The Commission has héd a number of ti%eéiﬁefore "
18 | it similar requests by local grantees to approve 1eases so |
19 that in the event there was a modlflcatlon or a revocation
20 “of the grant, tgat the lessee would be secure; and that is
2t kwhat is before you at this tlme.
22 MR, ACKLP (AN:  Is it rcgu%red that the Lands
23 | Commission approve the lease? - )
24 ) MR. TAXLQR: It is gequiréé that thé Commission’
25 | take action withiﬂvgo days thé% it isrsubmitted to you or

T o £ T s S
- 7 _,/ T

PETERS SHORTHAND REPORTING CORPORAT;ON
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SACRAMENTO, CALIFORNIA 05820 ‘ s
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it is decmed approved., It is not required that a local »
agency spbmit the lease to yoﬁ unless they want the
profections that are provided by the statute; but in this'
- case 1t has been formally submitted to the Commission, and
s0 the Commission has the requisite number of days in which
to take action and, failing to take such action, would be
deemed approved. |
MR, ACKERMAN: Wﬁen was it submitted to the
Commission? | N

MR, IIORN: Tt's been about three weeks; but the
application has rever been formally accepted as complete.
So, the 90 days asn!t commenced to run officially.

CHAIRPERSON CORY: Why are we having a meeting
if the application is not complete?

MR. HORN: The materials are here. It's the
formalities of developing a letter £o ﬁotify them that
their application is complete hasn't heen done yet.

MR. ACKERMAN:. In that case, is the application

o
formally before the Commission? Is there any problem
on that? In other words, it's before us?

MR. TAYLOR: If the staff feecls they have all
the material that's necessary, it wiii be before you.

CHAIREBRSON CORY: And the staff feels they have
all the materials?

MR. GRIMES: Yes, sir.

PETERS SHORTHAND REPORTING CORPORATION

7700 COLLEGE TOWN DRIVE, SUITE 209
3, SACRAMENTO, GALIFORNIA 95826

R ‘ B @2 TELEPHONE (916) 363-3001
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EXECUTTVE QFFIGEg‘ﬁORTHROP: And the ity of
Long Beach has asked thnﬁ'wé handle this as expoditiousily
as possible. That's why we have a spedial;mgﬁﬁjﬁg.
CHAIRPERSON CORY: We have from to%ay 90 days.
Is that what tiic staff is telllng\\us" //
MR. TAYL{IR:  That's corr?tc, n} “Chairman.
CHAIRPERSON coRx; AnYtygng else? |
MR. ACKLRBAN: NLi /"n
CHAIRPERSON CORY: “¥ds, |
M&. MORGAN: T have lots of questions.
MR. AUKERMAN;  Maybe wo'd rather hear from the
other purticipants in this.
' | CUAIRPYRSOQICORY:a Okay. T guess we ¢buld hear
from the glty or whoever. pr,{grq;yduri&ing‘herd on this?
AR PARKIN: I guess I'm the first victim.
EXLECUTIVE QFFICER NORTHROP: Assemblqunéﬁlder
is h&re, sir. | | |
CHAIRPERSOM CORY: Dave, do you wish to”speaﬁ% )
' ASSEMBLYMAN ELDER: T just wish to join in the‘-
presentation if there is any questaon. . |
CHAIRPERSON CORY: Let me tcll you right trom
the beginning, I cannot conceive of how X‘can ﬁfte for
this. So, you've got a real long way to go,
ASSEMBLYMAN ELDER' Let us redson together. ‘
Members of” the Commission, my name is David leo1.

Y

i
|
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And my reason fov be/ng here

and I might bring your

report which I\\rcpared as one of my final

and the purpose of the report really was

‘At that time the Port of =

since December 9,

substandard food and beverage

substandard lessee maintenance,

lot résulting in improper vehicle

iy :
®
1 I'm the Assemblyman refzesenting the district in which
@
' 2| the Queen Mary is located.
3 today is that I see an”opportunlty to really start a new
. 4| phase in the.Queen Mary project,
@ ) | s |
% 51 attention to a
6| assignments with the Port of Long Bsach in July of 1977.
B 7 I have coples if the Commission would cirve to receive them.
® .
8 In that report I talked about a brief history
| of the project
10 | to present 1he management of the Port of Long Beach with
= W1 o discussion of the operating alternatives that we found
w 12 | ourselvés faced with in 1077,
13 | Long Beach was considering the possibility of taking over
® . 3 L “
N 14 | management of the Queen Mary project which had previdusly
(' 15| been managed by the City of Long Beach,
} 161 1977, In my report I' indicated that the Queen Harv project
@ v '
. #1717 | had been fraught with 1nnumerab1e problems. requltlng from
{ 181 4 1aqk of 1ntegrated management, poor.public relations
19 | fesulting from bad press concerning the City.of Long Beach,
@ w0l N
: inept museum managenent,
21 | service, labor disputes,
ub 22 | inadequate marketing and promotioniand.ths absence of
Q 29 . © .
) substantial tour product improvement and entertainment,
| 24 | poorly designed parklng
‘;3} 25 | and pedestrian flow, lack of free parking and the lack of a
0 - 0 I ’ o
'“ PETERS SHORTHAND REPORTING COHPORATION
‘ o ) 7100 GOLLEGE TOWN DRIVE, SUITE 200
S 4 o SACRAMENTO. CALIFORNIA D5BZE

'):ELEPHONE {816} 703-3801 .
“ : ) | ({ Q\‘ Q(




1| staging of the Queen Mary to incoming visitors, all of

® N 2| which resulted in higher costs and reduced revenues to
31 the project.’ ; | \ "
4 : In addition, theyproject has beén given
5| considerable attention by jarious investigatory and

6, regulat\gy‘agcncicﬁ, such as the LOS Angeles County Grand
71 Jury, thé State Lands Division and the State Attorney

8 | general's office. The effect of this has been to iﬁpair
? for some peiiod of time the image of the project, as well
10| as to divert project porsonnel apd resources awgy from -

¢

o 11| gheir princippl assignients.

12 on September 30, 1976, prior to my study, the
13 | california Muscun of the Heoa Foundation left the nroject,
14 | and the operating entitics aboard the ship was reduced by

15 | one. This was scen 45 & positive move because it tended

f to reduce the size of . the operating pverhead.
7 N - Inmy report I discussed six‘opcr?ting alternatives
18 | 4t that time: o continuc the current operations -~ that's
19 | giscussed at some length .- making the ship free to thé 
20 public; termination of oxisting leases for lodging, food

)

a1 and beverage and $O forth;‘private operation of lodging:

22 | yarious different op@@ating alternatives.

23 Today we ard at Alternative Npmber 5, which is

24 | really the most desirablc»alternativo, and that was a

25} paster lessee, a single private operator to take over the

At

I‘DETERS SHORTHAND REPORTING CORPORAT!ON
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11 whole prOJeLt

Z | © 4y In lQZ? we dldn't le oursclves as to how

31 difficult Lt/uoufd be to achleve this ohjective. In face,

4| the fact that we're here better than three years later I

5| think is proof that it was not an easy task.

6 » Under my proposal, I propose that after the

7 ‘terminatiOnkof‘the existing leases, the option would

8 | propose that the Port would seek to find an attractive,

9 [Csuitable operator for the entire Queen Mary project. e

10 [ have achloved that objective in that Wrather Port Properties

17 | has agreed to take over the entive operation, as well as

12 some ansillary operations onshore]hnd adjacent to it for
i3 potential,murin&jdevclopmentf as well asjthe iloward Pughes
‘;f\; 14 Flying Boat which will éVentua11§ be located adjacent to
. o . 15| the port.-side of the ship, i
LE, . v Y 0
‘ 16 So, I think we're at.a v?fy historical noment
o o, . V| in ¢ history of this-project. We have an opportunity,
218 1 it sagms”to me, to eﬂﬁ what h@s been almost 13 yvears, of
o 19 angu1%h with thlS project because of the problems that
® 20 | the guunici '1311: has had in managing a project of t
Y ( N 1¢ o pa ¥ $ n ging P OJJ ct o 1115 ‘type.
- ¢ « 2V} We now héve the people w1§ﬁ the background;'experle?ce
. 22 | and de;éfminatisn and trugk record to make the proﬂégt

@ . S o T B
. 23 | succossful, )

pt

24 - Uniike ﬁﬁe previous arrangement, this talks ahout
s g
L v

5 | 4 percentage of gross revenue, which seems tg me to lLe a

L N - A A A .
? L ' \
| 7
N . | ~ PETERS SHORTHAND REPORTING CORPORATION
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we have received --

BT i

substantial improvement. Ia fact,

when I say "we,!' "the pity of Long B@ach;t%rough the
/
Port of Long Beach has received its first pa»m&nt of

$50,000. 1 thlnk it has already rcuelved a second paynent

of §50,000 under the term$ of the new 1ea<e arrangement

as a minimum, This is a substantial change from the

~milliod a year that the Port of Long Beach has been losing

So, in effect, have

\\,

accomplished. a turnaround of : pproxlmateiy 42, 6 million

while we're in this process?’ we
. - 2

in annual operating qucndifures. This {s certainly a

| PR
tremendous lmprovement over our presont condftion,

P

have reviewed the

The leases provide -- and
lease, at 5 O length and found 1t .to be in Loniormqnce
o [N

with my previous, study which was dopo in July of 1977, and

I can say to you that in all regards ‘this particular

meets the objectives in my study. which was domne in

v
i

lease
July of 1977
I frankly am’ he*e as a gﬁﬁ%inﬁatibn of that

effort to urge the Commlsv ;¥§ approval of ¢his lease so

. that we can set about the task of ‘obtaining the econonles

\_\
Qf scaf

-that WllJ rosult from improved and ancrease“
: \)

operations in-and near the -Queen Mary.
I'd be happy to answer‘any"questidns'from a
£ ‘ . N

historical point of view. %

IL\T SURSON CORY:

//

{ 3
' Iy

Aﬁy questlons7

)

PETERS SHORTHAND REPORTING COF(PORATION
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MR, ACKERMAN: XNo, nonco.
CHAIRPERSON CCRY: Bab?

MR. PARKIN: Yes, Mr, Lha11man.

Robert Parkin. I'm Clty Attorney of Long Beach

14

Mv nane 1is

I would like to address just the two conditions

“that have been attaghed to the staff report, that having

to do with the requirement to submit future developments-

~in the option area to the Lands Commission and also the

requremenT that the marina rent reviews be held at 20-year

T

/k

intervals. If I can, I'd like to address the second p01nt‘

f i r & 1:. ., h :{3;\ §

e lease dntﬁnent provmdes now that marina

Vol

rentals, in gddition to the fixed minimum rent provided

e

RN
for overall in the leuse, are going to be at ten percent.

That fixed minimum rental is subject ‘to rent reviews in;

the eleventh year and at five-year intervals thereafter.

The formula ror”developinw an adjustment in the fixed

mlnlmum rent takes ano consideration the gross revenues

which would be derived from all operations,

S
=4

including a

marina. So, in effect, you have a rental review of marina

rentals at intervals more frequently thsn that that is

recommended by staff. . : )

The problem, as I understand it, w1th adjustlng

the percentage rental is that of financing,

//

2 are people

. in tbe audlente that can speak wish more epoc1f1c1ty on the

PETERS SHORTHAND REPORTING CORPQRATION

7700 COLLEGE TOWN. DRIVE, SUITE 208
SAGRAMENTL, CALIFORNIA 830208
TELEPHONE (810) 3833001
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problcms of flnancﬂ wg than I can and, I'm sure, can

spoak after me.

T

The point that T would recally like toladdress is

this requirement that any futuré&ﬂoygigpment in the option
area is resubmitted to the Lands Commission. I don't
belleve there is a requlrenent for that. First off, you

have to understand the City of Lonﬁ Beach owns this land

as a trustee. We are obligated to operate it under general .

trust inn,~wherein we have to exercise prudcncé in whatever
we do for the henefit of the beneflc1ary qf the trust,
_which in this case is the people of the State of California.
We are limited by law as to what developments can go in

that area. Nothing can go im there which is not consistent

- with the trust pﬁ?p040‘, and those ggnerallf are mat*ers

o

which are of statewide boneflt as opposed to somethlng which

<

is.purely of local bencfit. B

The lease does prov1de that any-approvals or N
any future development must be submitted to the Roard of
Harbor Comm1551oners, who is the lessor dunder this
document for approval. jThose approvals will be given
at a prllc hearlng ‘in thhh if anyone irom the state-
feels that they are not consistent with the thrust or that
‘they are not in the exercise of prudence by the trustee,

Q -

Pey can appear at that pub11L hearing and file their

{7

oojectlons.

' =
PETERS SHORTHAND REPORTING CORPORATION s
7700 COLLEGE TOWN DRIVE, SUITE 209
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But morL 1mportantlv [ think the whole purpose

of this hearlng, s\has been pclntod out by My, Taylor,

is for the state to mék; a determination as -to whether or

' ot this lease is in thehest 1nterobts of+the State of

S N
California in the cvent that the trust 1s\kevoked and <,
this &) subject to

that the State of California takes

the lease. Take a 160k{}t what 70uﬁhave today and take

a look at/what you will have,under this lease. Today you
. ; . i
have §2 mhllion per year and rising loss.

(cn/\mpxn SON CORY:  Wait, Bobc;"' How can you say

that whenivdvc Llder !ust said that weuact $50,000 in income?

7 ASSEMBLYMAN I m IR

MR, lhat s subject to your approval,

) o T \\ / R \/ .

Mr. Cory. o X\
. i

“CIIAIRPERSON CORY:

ﬁthect to your approval.

; _PARKIN:

You've dlveady got the money.

'bomcthlng must have hnpponed

MR. PARKIN: This is under an interim agreement

that the $50,050cwas redoived. This lease does not become
effectivé, ‘the one that's beforé you, ungil the first day

of tle calendar month following your action, and that S

the lease that we are addre351ng at this Hearrhg today.

CHAIRPEPSON CORY: So thnt if we don't approve

~ [~
() -

s
thl@, what happens'P ' ;

/
v4// MR. PARKIN: If it's not approved by January 3lst
of 1981 -- "
A
PETERS SHORTHAND REPORTING CORPORATION '>7-“Q
. 7Hub CHLLEGE TOWN DRIVE, SUITE 209 \
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CHAIRPERSON CORY' You give the mongy back.
o

\we will keep the moW

© - MR. PARKIN:  No

the interim arrangement, but the arrangenent bouﬁeen the
.y 7

Port of Loﬁg Beach and the Wrather Company is at an end,

and we are right back to where we were in August of this

If

year.

CHAIRPERSON CCRY: But that doesn't necessarily’

EXQQ hive

) it

mean that you have a §$2 mllllon a month loss.

other options.| You may or may not have that.

MR, PARKIN: Well; we haye other options, certainly

“J

We can go out and try and arrange for another lease such
as we have here or tuke it back and operate it as the c1t\
has for a number of yoars . |

CIHAIRPERSON CORY: Okay.

MR. PARKIN: But; under those circumstances,

’/

the trusts are revoked, the state is g01nc to take back

that loss. Undér the terms of this lease agreement, you
have a guaranteed mjnimum -of $600,000 in year one which
rises to twa million-plus. I find that it's very difficult

to find that, given all of the restrictions by law, that

)

[you cannot make the finding that it's in the best interests
of the state. I think basically what you have you have a
problem that the lessece has 4 lease with the land owner,

That s who they want to do business

the Port of Long Beach

with., Long Beach is on the scena. -~They don't want to depend

.(”:
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upon brlnglng it to>an agency whlch is 600 miles away .,

I think that the Wrather attitude is that tnpy,
working with the Port of hong Beach, are in the best

p051t10n to know what's best for both the Port and the

lessee. i? “*k\ ’ N

Tho e are my only comments, Mr. Chairman and 73
(

members. If there are questlop), there are other people{

A
LN

S

el el

égsides myself. If I can't answ§r them, we can Timd"
" . i B

someone¢ that can answer them. ° X\
" N

CHAIRPERSON CORY:  Let me be tof&lly candid
il
with whoro I’m coming from with this -- and I don't knew

whcrc the other members are -- but as I sit here, you want

Jne to before the fact find thw( this is in the best
\ 1nterests ofﬂthe state, and thls is a pVOJeCt which the
{

e

\ P
Now you ‘want us to put\flngerprlnts on it Qnd bless it as

being in theé best i&terests of the state wheﬁ‘ﬁe came into
the tail end of the movie, if jou will, not even the middle
¢f it, and you're even objecting to wlhiere the staff is
coming from. “WhareﬁI‘m comingC?rom is I don't tHink‘I‘m

w1111ng to fl?d that that project is in any way in the best

1nterest5 of- the state ' R

£ =

8 [f's something that started bLefore I was here. ws
N

It's there. It's a local dec151on, and I wish vou Godsvpeed

with your local decision; but I don't see that I should

1

N

' 4
city got itséif intowithout the state's wisdom or blessing.

PETERS SHORTHAND REPQRTIN\;: CQRPOHAT!ON
7100 GOLLEGE TOWN GRIVE, SUITE 208 \(
SACRAMENTO, GALIFGRNIA 95826 P
TELEPHONE (916) 393-3601
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I don't know.

« 18

involve myself in saying that this is in the best interests

ol
of the sfate. You got this far without our blessing,

j%é I wish you well in continuing without our bltes::.infv
' That's just where I céme from given the t“ack

record of this thing. It has been fraught with perll

historically, and I vnderstand how the legal nuances that

you'can request us to get into this, but I'm just not sure
I'm willing" to bite that pOlltlcal bullet given the 13
years' record that we've had in this community.

MR, PARKIN: Mr. Cory, let me, if I may, ask

you & question just to clarify your comments . Vhe~ vyﬁ

talk about the project, arc you talking about the entire

Queen Mapyx»foject or are you talking about the pﬁrpose

™

of this nearlng, which is to con51der thé lease?

CHAIBPERSON CORY: The entire Queen darv project

‘and the use' of the trust is something that you embarned

upon with a local decision, which is your riglht, and now

@ou want us to come in. As I see it, in essence, we nust

|
of ne;eSSLty bless the entire project and say, wel.” we're
going to contlnue with it; and I'm not so sure we should.
I have not engaged myself in any value
judgments of the decisions previously, which leaves me ié
a position where I'd like to continue not making those
value judgments as to whetler that" in your interest or not.
To make 1t”wh¢therﬁbr not tnls 14 in the best interests qf

\\ L < i
o
i

2
P4

e
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very tough questions yith 20-20 hindsight,

19

e
g

the state, it secems to me you have to start making some

and I'm not so
‘L
sure I want to do thad)

MR. PARKIN:' I think with regard to the project

Welre

itself, it's like being a little bit pregnant.

there

CHAIRPERSON CORY: You're there, We're not.

7

I don't want to get that way.

We are trving to, as a trustee, .

N,
Lar

make the best -- not only make the best, but dramatically

S

MR. PARKIN:

1mpr0vo the 51tuat10n, and that‘x why we ! ré here‘ Mr,
Tnylor hins told you the law is c¢lear, thn/;eason why these

matters are brouwnt before tlhie Lands Commission. I don't

thxnk any actlon you would take in approving this -- it

N

_nwould be a little difficultﬁfor me to see %ow that could=~~

be construced as blessing the entire proje?t,

. CHAIRPERS@N CORY: es us with

f
Well, it sadd

to revoke the trust and we have to live with it.
that we'd be better off taking in Mr. Elder's report

Optlon 6, I don't know, and I'm not prepared to get into

that question. Itve opted for local contrdl thﬁs far,
saying that it's your trust ménev You guxs do what you

want with it; but for me to come te the conclusxon that

N
y A
o

the best interests of the state are served by enterlng;lnta

--.\‘,\

It may be

Lo
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this}”then‘x've got to gb back:and ascorta%q\whother“5
is better or 6 s better, and I'm not so sﬁ?ﬁ that you
want me to do that, | :

ASSEMBLYMAN ELDER: Mr. Cory, the provisions of

N
the lease 1nd1cate that should the losses of the new

lessee reach a»certain figure, then I think we'll find
ourselves essentially at Option 6. 1atw;s just a matter
of course. ‘I don't anticipateuthat th%t would happen
because a pumber of actions havé taken place to turn the

project arﬁund. The major achievement of economy of scale

is we now ufc dfaling with one lessee. We no longer have

%

several opurdtlng entitics abourd the shlp. We are down\\
to really one. We don't lave PSA. We don't have fHvatt. \\
We don't have Specialty Corporation. We esséntlaily hav.\\
one management. ” | |

TIt's basicaily,\if you want to use the’analowy
we now have a ship ﬁ\;ﬁ/one captain, and it's a hecK of a

lot ea51er to chart a\

uccessful course when you_really

have only one person o1r the bridge, .and that's essentially

/
Y/

the Wrather Corporation. They have an excellent track

record. I.think we are indeed fortunate. We can look for

another five or ten years, and I don't think we could find

a lessee with the kind of credentials that they bring to

\

this prOJect

We're down to a 51tudtlon where this is plobmblv

PETERS SHORTHAND REPORTING CORPORATION
7700 GOLLEGE TOWN DRIVE, SUITE 208
SAGRAMENTO, CALIFORNIA B5020
TELEPHONE (910 993-0601
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in’ the unlverse of peoplo who could potont1311? 0pnrate it,
We're deallnq with a nﬁk&\e

Wrather is nne of the

We think we've acted responsibly in attemptlnq
we were at the point, of
essentially closing the ship down had we not ﬁeen’éble to
find someone like this because the 1osses of §2 mllll”n

a year, which is where we were, were a very mcnumeptal

)
So, we're

consideration as far as the Port is corcerned.
now at that point that if Wrather canmot turn it around.
T think we deflinitely would have to consider Alternmative

Number 63 snd that's essentially closing the ship down.

at the ¢rossroads where we have a

We have a minimum or a guaranty

uthat we're going to get some rent put of *115 tulng for

the first time iiuce 1967: So, here we ayp a&}tne point

that the project has ever made any money

throwing up concerns which really, frankly, were 1agitimate'

8

up until this point because this is the first timg we've

ever had a pesitive cash £low on the project.

It seems to me now we have an opportunity to
It seens to me we have

take that next step in terms

PETERS SHORTHAND REPOHKTING CORPORATION

7700 COLLEGE TOWN DRIVE, SUITE 208 S

F_ » G LF
‘ '8
”\
N
& ) N
: . 71 there aren't Very many.
Vo =3 1" tourist attraction in the world.
’ 4 promlnent people in the nttractlons 11dustry
¢ )3
- CH
. €| to locate a lessee. In fact,
7
& 8.
o
. 10
£y
: n
oz
| 12
@ .
14| VWe're at that point.
15 We are
) o 16 percentage of pruss lease.®
bt 17
“-»\‘& o .
| 19 | for the first time
L4 20
; L )
| 2)
K
| 22
. 23
B 24 | tyrn the corner on this project.
V 23 'got to, as acting respcnﬁﬂbly,
0 -
o
®
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1| of giving the Wrather Port Properixbf Corpnratxan the

\
N\
NS

2 opvortunlty to $how what they can do.. rhcy ve mdde a

“.38] treméndous effort., The~“ve takcn over the operatlon of

[\

4| the Hughes Flying Boat which is a tremendous attraction <
‘51 in and of itself. The publicity 7attendan;t,— to that moving

6 | was worldwide, and I think wc ve seen a renewe d interest.

7 There are pro;ects going on down there Tlﬂht now

8 | thatjare going on over thls weekend which are "unique fo

o1 the project, ~ S0, 1 thi hk ”°‘ve seen a resurgence, a'

jo0 | Roniis sau;q in this praject. 1I° th1nk ta move forward and
|;( a1%a\ a straight porcentage of gross deal W1tb 2 m;nlnum

12 ils ﬁ ru@pmnsiblo position compared with where we have

13 | been with a percentage ¢f net where there neyér’wgs‘a net.
14 CH‘AI&PERSON CORY: David. : b

15 H MR. ACKERMAN: I think ﬁaybe SOTie comments are

16 | in orxder here, too. I'd like fouecho‘Assemblyqan Elder's
17 | comments. Maybe we all wish we,could go back ;o 1867 witb»'

18 | o little hindsight, but unfortun& cely I don't thlnl we, c,an.

19 I mean, we're here There is one of the largest ece“n

o

® 20 | liners in the world now parked at Pier J down, there. It

21 | is an attractlon, and undoubtedly extrene efforfc are

= 22 | being made now to make it a very suuceqsful attract:nn.
‘ _ ' J .
9”'\ * 23 L I'd love to look at the big picture, but I don't
; 5 RN &
o : 24 | think the Cammlssxon has the 1uxury of going back to 1967
. 3 - 25 rlght,now and looking at the big picture.- I think we‘thgot
i (\ ' ’
® - .
Y ‘)\ ) "

PETERS SHQRTHAND REPORTING GORPORAT!ON
7700 GOLLEGE TOWN DRIVE, SUITE 208 ’
® ’ ‘ SACRAMENTO, GALIRGRNIA 03820 b ‘ &
' ’ s TELEPHONE (918) 383:3001

o & |




>3 O - - L B B
a e . . 4 . S
. A P = ; R

o7 ! = ) |
S ; v 23 4
! 1 , . , |
{ to make do with the mater‘mals we have 1// hand and the
2 oppcrtunltle., we have at hand, v o
; o 3, - I t.unk lt's a laudable attcmpt on the part of (\’\
%“ 4 the cﬂ.y and th)é port dlbtrlct to ‘;ttempt to find a private
/ > entreprgnf,zur wlm %\s, I think, in this case\\/anywav, after
o § hava.ng viewed the \Sueen many times, taking a’ considerabie
Q v o 7 risk in coming in under\\,hese cs,rcumstances
- R , '8 ‘ thre I'm comi\;lgr from where the Lleutenant
° | Governor is,t a-nvﬁhv, is where\rev we can try and get
v O‘ w4 10 government om_ of fho program and pet prlvate industry G
%’?V B ”( in to do iw I tth is tlu. mrrect WYy to go. N
a Tl 12+ "hybe we should lave < ntorod into this arrangement
o iy i3 b‘mk in 1967 Wlth an Lntrepreneaur to come in and 'S0 that
) H gOVernment never would have gotten into 1t 111 the first
& 15 place.f It seems like everytlme qoveu nment gets 1nto'a
" b ;“‘ 6 progra;n and trys “to run«;»son1e~t]11ng, you figure out ﬁen years
@ o \\\\ 17 later; ow to bail out of it becaﬁsé we got ourselves in
zu ﬁ&:{/ - ;8 too deep.. J ) o ]
AR 19 llere, as Dave has said, sujdenly we‘ve got $100,000
’ T ) ‘ 201 in the ti’e:éfs,ury..,, That's $100, 000 the city has never seen
u %u: // . ;,' "in_12 years R imagine, the city and the port dlstrlct have
"; / .7 B un the Queen, Tt 1ociks like th? ‘way the staff is coml(l(qgﬁllno“
f) o 23 | is saying they've reviewed the contract apd reviewed the
J 24 proposed agreement. It looks like thn.s, is the way to go.
>" ?5 It's just a matter of working out some of the details on
® ) ' ‘1 ) -
1 . ° ) i
g ,; Lo gy | PETEE‘\S SHORTHAND REPORTING conmRAnON : ;
® e T e e Moo owme s - i
"y ] - TELERHONE (816) 380-3001 ' ) © -
o e Q “ ° ) |
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~raised by staff as to two portioks of it gnd selicit

how to get there, = “

Under thc terms of <he agrooment mwvb Option 6
and the Assemblyman's '77 report W111 be vlewed someday;
but T think that will be probably more the dec1510n, I hope,
of a private entrepreneaur making a go at zt without
tﬂe/fegu]atlonb that the government subjects itself to,o
giving him a little free hand to try some immevative thifys
that ggvetnméntkis sometimes afraid to do becaus%‘of

{

_public pressures &5 media or whatever when you're u51nq
R

w%ax dollass., Herc plve an entrepreneaur a free reisn; s&e

1f ho can make a go of it and-do it.

We can't yowback to . '67. This is iESG.ywlfthink
we have to go Eorwaru‘hcro.,vMy ieaning‘ would be to aﬂﬁréve
the agreenont and discuss the partlculars that have been
response and reaction from both the city, Wﬁick we've
heard from through Bob now, and poqsmblv alsa tie Wrather *
\\orporat~0n, who I belleve is herc,'as well as the port
diilrlCE) if that's agproprlate,
| * Our opglons, I think, are and youw QUEthGn, Ken,
at t?e outset and mine was whét are we here doing %odax.
If I undefstand‘right a*lglndlly, Greg,. through va&“
comments, the city dldn't gven hqve to bring this nafeze

us_ at all. hbrc we are in a smtuatlon to where we're

looking at disapproving something that,pever had to come here

7700 GOLLEGE 'rowu nmve SUITE 208
 'BACRAMENTO, CALIFORNIA 85828 . 4
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> to us.

" in the first place legally. - ,' \

%\

In that regard -- and vyou can correct&me 1f I'm

A

Jwrong, Greg -+ on¢, option is we can approve it. Another

option is we can disapprove it. A third option is to take

all. action would indicate to me

no action at Taking 1o

that D0 days henceforth the agreemént would be in full

force and effect and the interim agreemenn uould no lon %ﬁ?

[N
~3

exist, ang,we would have a contract in forcg. » .

MR. TAYLOR- The city dld not have to brlng 1t

Howeyer, the agreement pxuvmdes,thqt there will be

State Landw approval hecause it's nec cssary f01 some

fsnanc1nﬂ. So, they did have to brlng 1t to the CommISSIOH

in ordcr to get the necessary b1e551ng on it. Get the

s

“financing which would be required for future development

3

bo‘ that's why they've come here.

I If they choose not to do that, there is nothing

obligatory on them to come, but they would aot lhave the

Vundcr 6702, ~/‘X>

/ ;/ ,//
As a condition for the flnanc1ng

I'm

pro+eut10n of the flndln
IR, ACI\ERIwa\N

MR. GRAY: 1m Grav“

Mr. Cory, mv name is

a Comm1551oner for the Port of Long B;ach, was Presxdeut
of the Board of Harbor Comm1551oners over the last year.

) I'd like to step back a couple of steps becaise
I tliink there are .a couple of things ‘that hgve fallen in
and a half yehars" aoo the eity

thie cracks here. About two

P
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conhotation,:certaingy from a financial standpoint, that

Q
26

[A
i

came to the Harbor Department, which is a department of
17

the city un&er separate trust, and asked the llarbor

Departmcnt to take Im{ever because of the losscs they

had been sustajining. The Board of Harhor Commissioners

dec1ded to do that on the basis that we were going to
turn it around deal w1th ore of those six alternatives
from 1 to 6. | H
ﬁ We worked about the last year and a half The
first year we cut the losses from an operational standpoint
from th priovr year § as much as we thought from a buq1ness
stgndngnt was rcalxsth. We ccould ‘see that our IOSSGSM
woﬁid continue to mount, though, hecause of the malntengnte
levels and the way the.leasesgywere set up originally back
in 1967. Oufzwhole contention has been to take -- vou
were talking about a $2 million loss; the projected loss
this year is $2.6 million -- to take a $2.66 million loss
and turn it into an incomeqproduﬁer, while at the samé time
hopefq;f@ bringing in the kind of operation that will be

positive for Long B¥ach rather than the negative

had become readily apparent. ' )

A coupl@ of our premises that we had uorkedl%it
was how. do we get this done wit@gyt the trust having &p
continue to invest money. The only logical way is to bring

in an outside entrepreneur:. that has expertise that hqs

U . )

PETERS SHORTHAND RERORTING CORPOHA’!‘IQN
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_rhe money that's been lost o the trust. We also recognize

also the financial capability to make the kinds of
investments that would be necessary. There aren't a whole
lot of those arqund th?t were standing in line to jump on
board the ship, anqﬁye»narrowed down those that were
conversation‘andﬁghose that'had some c¢redibility and ended

up with two prime candidates, of which we had each snbmit

o

o

within a 30-day period a written.proposal..

The proposal in gemeral terms is as outlined‘in
this lease, and the Wrather CQrpofation was the successful
"one from the Board of Harbor Commissioners' standpoint.

We recognize that the history of the;Quéen Mary
and the State Lands Commission puts the State lands

Commission into what has to be g defensive mode because of

that the City of Long Beach has made some decisions that

in 20-20 hindsight weve not, I guess, could possibly be

an understatement, brilliant. The fact of what we have
before us how, though, is that turnaround of a §2.66 million

& " . .
contemplated loss to a guaranteed minimum income against

o

percentage of gross, the simplest and easlest way to

provide ongoing income with an inflation hedge. \>

w

il

con&&ﬁions of the lease. We think that thecb%st results

. Welre very satisfied with the terms and

of thEE\will be a highly successful project; but looking

at the down side risk, we're talking about private investment|,

PETERS SHORTHAND REPORTING CORPORATION
7700 COLLEGE TOWN DRIVE, SUITE 208 ™
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“private development, private jobs, all of these ingredients

of the marketplace will determino whether it's ﬁang to

be successful or not. I think thc fdht taat 1n>tde of
having a tWO and a half-plus nflllon dollar less a year
into the kind of income produéélon we're talking about,

I find 1t very dlfflcult not to see why this 1sn’t a whole
lot better for the people of the(utato]of Callfcrnla than
an ongoing loss to-the trust: ) - '

., CHAIRPERSON CORY: But that contemplabes not
exercfsang .Option 6, \ } ; o
) 1

S P

S MR. GRAY: Oh, I'n sorry, Mr. Cory.
CHATRPERSON CORY: Why not close it down?

o

MR. GRAY: Well, that’would cut loqs»s, thqt is

A
e ‘)/'

o

correct but it would not bring in any 1nLone would it? o

v
Lt

CHATRPERSON CORY: There are no losses.” You're

[ ' S
saying you've gog%to do this or you're going to lose this
much money, whiéhbit doesn't contemplaté You can stop
doing everything.

MR. GRAY: You're absolutely‘rinht. You can do

that, and there is no question about you could do it; but

you also do away with any chance of income off of it, too.
Under our'proposal before you, there is a guaranteed |
mindimum income that does escalate. If it proves to 3
un§bonoﬁic for the Wrather Corpoﬁht}bn to end up not making

any money, not wanting to move aliead after five vears, it

PETERS SHORTHAND REPQRT‘NG CORPQRATION
7700 COLLEGE TOWN DRIVE, SUITE 209 . i N
, . SACRAMENTO, CALIFORNIA 05826 TN
&y TELEPHONI: (510) 363-3001 , . :
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Mof’ldokingaat Option G,

“being paid for anuoption on Parcels 4,

g going to end up havmnv to buy

also provides that ghey (
" 3

it at mo&e than Option 6 would prov1de fqr

uThat is a
half a mllllon dol1a1’ plub whatever the hlqhest bid oa
salvage. So, I see nb dﬁwn side to what wegre talking
about, but I sce a lot of potentla] pluses. '

One thing T th;ﬂL YOu cannot overlook is the
fact that if this can be turned a*ound and\madc successful
by people thmﬁ have a track record of suciess, then instead

like stopping the bléeding, you

.really look at something that's going to be a long-term

income  production, and I don't see ‘how you lose.
CRAIRPERSON CORY:: Tow much do-you think you
could sell a\ option on of 235 acres of marina site for?
!
the TideTands Trust? ) /

o ,,///
Yes.

GRAY: ,Under the teLFsgand conditicns of. -
& .

CHATRPERS O CORY : In essenc uJ,hat we're

doing here, a§k1 see it, is there is a §500, 000 optlon price

S and 6.

MR. GRAY: We ran the projected costs prior to

this lease situation with\ﬂgather Corporation on the
! o “ J

development of a marina. It was between 45 and 50 feety

[w}

deep of water. The investment is “somewhere between 24 and

$40 million to build that marina.- I would think, if’vou

really want a strqlpht answer of a business sense, with

’\‘\

that kind of Jnchtncnt on the number.of s\1ps you're talklng

PETERS SHORTHAND REPORTING CORPORAT!QN
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about, I don't know that there are too mang that would want
to'stand in Tind and thon give a percentage of gross huck
when they hava to mak@ an investment of that Yind; and
those are what the numbers are because we're not dealing

with something ‘that is 18 feet deep. Wo‘fe;%alking about

a breakwater that has to go down 45 to 50 feet. It nay

¢)

very well be a marina cannot be built thqu.

MS. MORGAN; The part that bothers ne, Ken, is

L

the fact of the chance the state may end up } ald;ng the
lease, and | just don't see how it's ;5551ble for the

City of Lonp Beach and the statoe to hgve the same sort of
( :
interest in the lease, . ‘Xw

B

MR. GRAY: In‘%hatzrogard?
MS. MORGAN: I mean thc whole purpose for heing'
here is to make sure that we will take over the Jease if

something happens and the trust is revoked.
N

N
“MR. GRAY: Excusﬂ’me. Our-purpese for being

here is because when you start talking about the kind
of investment Wrather Corporation is‘going to have to make --
- (\
MS. MORGAN: Rig?t

, ) v
~MR. GRAY: -- and this is not geoing to come out

i S

of petty cash. *’ '; A

MS. MORGAN They need some assurance.

MR. GRAY: ‘Not them. The vendors and title

=

companics need some assurance. That's why, as I understand

(R | \\ : °
N |
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it,wthe prov151on was put in to \talt with, because vhen
you're Lalklng about the kind of investment -- ~$24 nillion,
$40 m;lllon, whatever the number is -- at that point in
time‘i think my an%we1 back to ;ou is that I think itw*
in the best intere.t, if you! vé got a $24 million marina
and you have to take

out there tﬁat somebody else paid for

it back, to have it already built.

e

NS, MORGAV.W And the state h1§tor1callv has a
bad trach record whcn it comes to major productlons, major
enterprises. a ‘ ’
MR, GRAY: The City of Long Beach hasn{% been

a shining star itsclf.

AT

ABSEMBLYMAN ELDLR: Marinas are a little different.

There's like 3,000 boats walting to get into Long Beach
Marina as it already exists. .So, it's pretty hard to
postulate a condition where xpu‘re going to lose money on
a marina built by somebody else that you just take over.

- MR. GRAY: I think Mr, Cory's question is valid,
whﬁf would somebady pay for am option on that maring, I
guaqs‘%he other side of that coin wnuld be, if it was
already bu11t and somcnody‘mook A walk on it, what Lould
we get for one already built. It seews to me quite a lot.

CHAIRPERSON CORY: But if you strip if all away,
it is possible -- and these are the kinds of questions that
I'm not sure that it's in theccity‘s interest -- and if we're
i

\
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going to do that, we're going towspend the next 990 days
going through every chapter and verse &5 this contféct,
not the kind of approval that's boen sudnitted, I mean, °
financial statements from Wrather Corporati@ni progformas
on what they‘ve been doing for us to decide if this is

in the best interests of the state. wWe're taﬁing on a

tremendous burden. For you to get an affirmative VQte

:from me on Item 3 of 6702, I've got to know every otneﬁ

potential option and whaﬁ the project%dkcash flows are
for the terms of the lease, Othcrwisé, I don't think
1 couldwsee cxefcising a judgment commensurate with that
code section, and there is not enough information submitted
that I know that that's in the best imterests of "the state,
q You've already made a lot of decisions, very
possiGJy very valid decisions; but I don't know why yoﬁ}u
came at each of thoée little junctures te go those
directiovs.; That's my problem. If you really say that
that's the .only way to go, then we've gotiaz full-blown
project for QOlday; to exhaust all other rotential options
so that T could cast nmy vote, unless the other two member

are willing to g e‘you the VOth without it.

i

You want me to bless what has been a peolitiecal

O
fiasco and a financial flas&o\at the tail =nd of the novie.
I've got to éyow about more than has been presented so far,

or I'm going to vote no. .

PETERS SHORTHAND REPORTING CORPDHATION
7700 COLLEGE TOWN DRIVE, SUITE 209 E :
SACRAMENTO, CALIZORNIA 05020 g
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‘that that was my responsibility.

question, what is the q& e : .

Tidelands Trust,

on the 23 billion. We've got to work first om our lV”
ﬂ " K ’ - ’ e )
million. i
\ J

Vi
o~ & 3 3 i
MR, ACKERMAN: I don't think the staff is asking
for us to bloss. I'm not preparcd to bless anythihg.

CHAIRPLRSON CORY?

o

7e have to-ascertain that

this contract is in the best interests of the state; and

I have never

there is ome clear other optiom, clesing it.
w , 2

R4

looked at that option very Seriously. . I've never. felt.

What You’re,doing by

putting this applicatio?ybefore me is forcing me to that
Y ’

st interest of the state given

the history of the Quee ,
GRAY:

first best interest wouﬁd be te stop the losses to the

think we both concur that the

1
\

MR,

To go {rom a $2 1/2 mllllon to zetw loss,

wouldn't that be a first con51de1atlon?

CHAIRPERSON CORY: Presumably, although there

may be rqasons to even qaestlon that. I mean, the state

loses $23 billion a year We take in that much, and we

So, we've lost it.

7

‘don't have it at the end of the year.

There is suppo&edly some public purpose served for that,»

and there may be some public purpose Qerv@& by your loss.

MR. GRAY: I don't think we can 501Ve vour pﬁbblem<

And tai :tate S best interest
H

may be served b) us not being in °ho¢ husiness, in the

LHAIRPIRHON CORY:

T

ST

Rl
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v ¥ conventlon busmess. I ‘dof“,t know. I§11t those are the i
6 21 kinds of ,u,-&iéstions it sﬁgms to me, that h’lvé to be put 1
31 pefore this body if we aro going to conme to a conciusion 1
| 4 that this ccntract is in the best mtvrest‘ﬂf the state, |
9 51 , MR, GRAY: This is R;char« Stevens, I‘res:&eht . j
u 61 of the Wrather Corporatio;v,. 1
. T MR. STEVENS: I'm Dick Stetons, President of 1
g B 8 Wrather H&t}els and Wrather P@rt Prop;&r%i‘,és, and I rmust 1
9 admlt thdt I'm shocked, If you feel‘in fthe middle, I feel l
’ 10| in the mlddle, too. 1
ﬁ /// " In listening to tﬂis dialogue, which I nust
’ \\ 12 | admit was fco%:ally unexpected, I was sitting back as an
o 13 | obscrver 1,:2(:1: here, I got the impre.ssiun that we were
» M | drifting solely into dollars and cems, and there have
o 15 | been d:;;scussmons about thc cr:mcc n for the people of the
g 16 | State of Callfornla. I think that's 2 legitimate
@ 17 respons:LbllLty Wthh vou ure trying to exerc:x( this
’ 18 mbrnlng. In my oplnlon, ‘the pcople of the Sta%e of
| g R 19 California will be wrevocably damaged if this sgreement
o 20 is Qot approved anfi it goes beyond the Queen. o
. \) 21 Let me explain that/ “The State Leglslmture, ) .
L 22 {both HOUSes, m.th only one dljssentlng vote,. put thro‘m‘h\
. 23 cmergcncy lJegislation to enable the salmtlon m‘: the Hughes
24 | Flying boat, which has been term&d a national hlsmmcal‘
D 35'*’ monument.. Hé,,cause we \%gppened to be at thé right place at
4 /
: y o » | 0y ’
./ PETERS SHORTHAND REPORTING CORPORATION
7700 GOLLEGE TOWN DRIVE, SUITE 203
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2

¥ ~the right time, we were the velicle through which the : |
21 flying boat was saved' and the COndlthDS Eor SaVan it,
due to the complex1t;es of the vontractual relationship
between the Hughes ofganization, the consumer organization,

\/

3

4

5| the Smithsonian and- any number of cntltles were sQ

6 | cofiplicated that we just happened to uniquely, because™

7| of this relatlonship with the Port, be able to progide

81 the véhicle for  the salvation of that plane.

9 ;*People of “the State of Caiifbrnia I think have

% 10 evid&nced,’by an outpouring of interest aﬂd natignwide

T 1 and international puhlicitv, their desire to see that ﬁ””&
12 plane saved, In my opinion -- 1 think 1t's A very qualified
fi\ opinion «= if this loas¢ is not approved the plane will

¥4 ] be destroyed.

S

15 I think that goes beyond money. I think the people

: "0 18] of the State of Lallfgfnla through their Leglslators, with
“E‘; S '[
[ 1 7

7 L one dissenting vote oﬂly both Ilouses, alsc evidenced that
- - 5
(R <18 doncern.
¢ I / ‘ 4 i
s | 19 / © CHAIRPERSON CORY: If you lose money and have to
® | - ?
 4? R 201 ¢close down, it will be destroyed, anyway. Is that wha#//ﬁ§
v 21 | you're telling us? ' “ . Z
21 MR, STEVENS: Welk, the plane will be destroyed
‘ i ) ] i
23 | under a set of very unique circumstances, and I can assure
V & 24 | you, Mr. Cory, that we are prepared to put up the funds and
i PR ) .
‘7 35 Hhve so evidentéd not only in this lease, but by our action
@ ,
bi
;"L ‘
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o T} to put up more money th‘\an‘thc Port of Long Béach and theJr

Q 2 citizers of the qwte of California have in this f;;oject

) ) 3| to make sure th at it doesn't :(:lll _ ’ | -
0 s | - We are committed to ﬁ $10 willion refurbishment

_"9 5 &ig‘f) the Sh.f alone. Again, without relating justuj\\‘g;

6 dellars and ycents -~ because I think this lease%n‘;ll stand
Q - 7| up anywhere under business scrutiny -- but when you talk
@ 8| about the benefit to the people of the State of California,

9 asid(; from the Ih\xj\ghes Flying Boat, 1 think this ship has a

o 10| historical significance that is impprtant to the pcoﬁpleﬁ(\of
“g}/\» o | . the State.of Cali fm:.nia. It's very easy for the wolld to :
o 12 | say that Long Beach was crazy. I don't think they’ 1<'ere
° & 1| crazy at 4ll. |1 think that their manner of execution of
Bl : 14 | trying to have government run what should have beer a
5 " . - 15 | private enterprlse project fror“ the bepnmlncr "and. then
o 16 | a multiplicity of governments involved cregted a nightmare,
® . 17| and the deeper they wound themselves inte :\it, the more

z\( - ¢ 18| gagony it was. \} -

»: o R b 57 If you thlnk you're in a po:ﬁmn vou should
Q\K " 26 | have seen what our bénkers and the press called us,

;O . 21 /everythlng :Lrom insane to less kind words for even

“ ) ' N 22 concelvn.ng that we could save tne Queen. After two months
J 23| of operating that ship, I'm convinced tkat it's going to
o B ‘. 24 | e a tremendous financial SUCCESS . Sol from a dellars and
;O 25 cents standpoint, ﬁthecpeople of the State of California
e ;’-‘ i\ - : o 4
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are going to benefit from those d011a1., but again, more
importantly, I think the people of the State af California
and the generations 6f all of America are going to benefit
from the preservation of that shlp and the Hugheé%Flying
Boat and I'11 tell you rlght now;}”'vo been exposed to

emotion before, but if that alrplane is put in Jeopardy

we have got some excitement at the state level and national

l@vel that will curl your hair, and T don't have much to
curl. ‘
%\ s e
)\ - )
I had sonie notes on the comments the staff made

because J disagree Wlih the two conditions, and 1'11 be

happy to expliun thoﬁc' but that seem moot to the under-

“lyzng issues that you re T&lSlng I wou@d endorse what

Jim has to say, that T don t thlnk your‘npprOV1n0 of this
lease in any way, shape or form, legally or otherwise,
endorses - the 1n1t1a7(act10ns taken by the }Brt of Long
Beach or the City. of Long Bedch in 1967, r thlnk what it
does is put the nccesigry/lmplementlng Stamp to_allow' ﬁ@g
salvation of this vehicle and the sauvatlon of that ship
and that alrplﬁne for generatlodé to come, énd it goes
?Eyond money, »
So, I don't think that Option 6 is a Viable

7=y

option. I tlhink the wrath of the people of this country

~Would be on our head if that wasUexerd&aed.

"MR. ACKERMAN: The Chairman raised the issue of

i

N
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the best interest of the state. 5

CHAIKPERSON CORY: I didn't raise it., I wds

told by thé lawyers that that®s what we had to find.
MR. ACKERMAN: That seems to be what this is

centering into. Maybe’foyftla;&ficatian to me is what

: /7 ‘ . .
criteria must we narrow ﬁhese down to. Cne 18 obviously

financial.” One must be %sycbological or, in general
terms, whether this is som%%hing we should be doing or not.
Another must be legally wéiget into locking at if this
property ii;Qﬁiﬁxglgim@djgéﬁgome time and the state

a =4
actaally ﬁ@es become the owner again of the property, are the
interests Yof the state best served il we ultimately do become
tlie owner at some,ﬁime dowh the road. ¥hat considerations
do we have to maké in order to determine the best interests
of the state, Greg? O

MR. TAYLOR: I think you have to ldok ét the
project as a whole to determine, in a sense. if you were
doing this, would this make sense to you fronm the statewide
perspective. Let's say that there are a thousand Queen
ﬁﬁrys and this would be a thousand and one. The best
interests of the state would probably not be aided to g€o
ahead and approve this one. If you lad idemtical facilities
in the immediate adjacent area and this wanted to be done,
that wouldn't be the case. | |

Once you get béyond what would ke absolutely

PETERS SHORTHAND REPQRTING LORPORATION
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clear, it becomes a question of judgment, but that judement/
’ " [

" anything else. Any other actions they've taken they've

'is lodged with this Commission.

«ifem4 as I rezall the calendar items, says that. the only

JEhing beforc the Commission -~- and it 5should be made clear

39

W

. i
N

If I might eﬁplain the staff's récbmmendatiqﬁ

and thel.concerns that have been set forth, (d) of this

for the record --ithat the only‘thing before the Commission

v

atﬂ%ﬁé priésent timé is the lease. None of the intervening
events thafyhgye taken place since there was a cdmpromise
between the State Lands Commission and the City‘of Long
Beach over the flrst parf of the administration of “ade
Queen Maty and the dite of this lease is involved or before
the Commission. @hu%[ﬁas the staff's intent in putting
this in there, and that is‘the understanding that has been
ongoing with the city. They aren't asking us to ‘do
taken on their own hook. The Lapds Commission is left to
whatever responsibility it has with regard to those it§m§.
. JMith rcgnra to the recommendation of the staff
as to the two conditions, the first condition is a
recommendation by the staff that the minimum rents on the
marina facilities he ﬁeviewed every 20 years throqghouft

the lease, and there is a staff explanation for the reason

on that. The second one is a question that was directed

by the staff to our office for advice, and that is that there|

PETERS SHORTHAND REPORTING CORPURATION
7700 COLLEGE TOWN DRIVE, BUITE 200
SACRAMENTG, CALIFOHN[’Z’Q paBRa
TELEPHONE {5185) 3834 01 ]
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is 1o pian other than thg/marina and such other purposes

that would be approved for Parcels 4, § anl 6. That plan

B

will develop later. There is‘no plan in tbe lease for

Parcels 1 and 2 in the event that the Queeﬁ Wpry is scyapned

“and that plan dn&~the plan for other uses th & are going

! o
N [ SR
hey w111 e

\ !

on at that site have not been develaoped ret. w

]
‘be developed dndrprcsented beforc the Harbor (jommissioners

within the next two years. v

t I guess as to Parcels 1 and 2, in five years,
they would tome

i
i

The question we were asked was:

if the decision is to scrap this ship,
before them at that time.

Did that méet the rvqu;renents of Section 6702 as far as

()
the (omm1551on 1;\§onuorﬁed?
i\
I have a dlffer&ncc of opinipn. , )
L% ) ’/!
It has been our recommendwt ton te the staff and

!

to you now thatkyou are sittinq in“aﬂdlﬁferent capacity¢

And o that Hr.ﬂgérkinuand

"y

it an» a quest10r~“‘ whother the Hurhor Calm1551oners

‘_lpe questlan is for this

S

wlscly exercxscd their judgmcnt.c

Comm1551on to determine if, anlJll purposes, this lease

is in The'bg§t interest and, w1thouﬁ kn0h13g those hurpo es,

would you satisfy the requlrements. 5 e o

<

Qur feeling is that there would e & serious

egal problem with regard to ihat.' The proresal that the

staff put in then way that'it recomuends oppr ravy .of the
\ .
lease, which would allow the contlnuation of all the
T
PETERS SHORTHAND REPORTING COR®QRATION
2700 COLLECE TOWN DRIVE, SUITE 239 v i g
SACRAMENTO, CALIFORNIA 03826 : I |
TELEFHONE (815) 303-3604 FUPEEE .
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. openations that are going on now, which are Parcels 1, z

e

,and 3;

Are before you,

i

Joe . N

5

i

and when the ‘master plan is prcpared by “rather

and approved by the Port, then it would/have Tu come Dack

/

for another finding by the Commissioan

/ The c¢ity has prorosed that there be ;anguane

/)
ad%éd to the mulendar item that says approv1ng»thlsqlease

does not waive any right that the State Lands Comﬁﬁssibn_'

nas in the future to object to any of the uses which the

llarbor Commisgsioners may choose to put the pr0pertv tn.‘ L, °

I understand their suggestion, I still don't tnlnh «qat

it dddlebhﬁ the problem we have withe 6702, and thdt is .

that the L01m15510u must be making the Judgmcnt \\I thlnL

that would be a minimum, but those are the choites that

(\ .
;
s

9

Basically, what stalf was doing whenvit f

reuummended this was to try to get around that problen

allow the operatlons to go anend and to allow thlS plan

to ome back to the r‘omm,ssmn wﬁen it was adopted in two

)

ears fpr the : ccond part of the finding.

I think that sets the stapp fcr the dlscusq1on
of the rccommendatlons, and you haﬁy our ndv1ce as to

G

octh wayb, ‘put what the stafi vas recommendlng wms ccrtalnly

nothlng with regard to what is going on today at the Queen
ilary and any of the existing ancillary facilities would be.

in any way affected Ly the-holding back, saying come back

i

m‘a mufeﬁ: m»w DHth SUITR D08 ,,,4 2
SACRAMENTO, CAFIRNIA 95025 _
o i ., TELEPHONE (91/")‘ 383-2901 q
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G

and show us the plan for”the rest of it. In othey words,

\
it would be approv1n& overvthlng that is going on’ today

+”  thought of today as the Queen Mary operatlon.

what's MR, PARKIN; ‘Can I. ask a question?

CHAIRPERSON CORY: |Would the eity wind up its

n

side of the picture? Then we'll see who else in the

audlence wishes to speak.

MR. PARKIN: I'd\like~to just respond to Mr.

‘Taylor S comments, and I would sort of repeat what I said

s

'earller, and that is that we are ohllcated by law as a

N

trustee to exercise 1udgment 1n a prudent manner. I think
Mr, »Faylor would agreco 1her0 is a preaunptlon that§a
governmental agency is going to obey the law, I think

in carrying out those obllgatlons that the Parbor Comm1551on

‘is going %o exercise its judgment in approv1ng any future

deVe;ppm@nt prudently. 1If there/lb eny reason that the

trust may be revoked prior to the exercise of that judgment,

that Judgmentvhbon becomes the state's to exercise.

I don"\agree that you need ta know/éVerythlng

in advance before you make a mlndlng that this lease is
in the best interests of the state. 7 M ) .
Dex MR. WOLFE; ﬂg& like tokgake a comgent. My n‘ﬁe
is Marvin Wolff, 1I'm ExccufEVe Vice-President of Wruﬁie&
Port Propertlcs.

“You questlon the value to the state and its

R pméns SHORTHAND REPORTING CORPORATION

» . ‘ 7700 COLLEGE TOWN DARIVE, SUITE %29 -
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/fthat I do not hDOW\ It may came dut after an exhaustive
v Y

_stood. They ca“~g0 and visit the rooms where Quéen Mary

SR

citizens with regard to the project.

CHAIRPERSON CQRY' 1 question it in the context

study that ;t mlght be but I really don't know <ﬁ t
., MR. WOLFF: I understand. I was Just about to
’ x

/;’D

point out here that the Queen Mary project at this time
employs some 600 citizens of California, provides some
$14 millVion to the local economy and, in additism, attracts

some onewand a half million to the Long Beach area‘now,

I
5

40 percent of whon are from out of state. One of the
avowed intentiony of the state is to imprube our tourist
industry. The Uuevn Mary nr03ect and now wit h the
addition of the Ilyxng boat will substantlalmy lmPTOVL

not only the' present opcrdtlons in the area, but additional
visitation to California by people from out51de which
w111 result in improvement in our economv v M' N

(l | One of the principal aTtlfuth that school\‘
children in Southern Callfornlaucome to see -~ and, hyk
the way, free; there is no charge for any school group
to take the Queen Mary tour. It's an asset to our gommunltf

and they can go and walk the decks where Winston Churchlll

was “dt one time. They can see ome of the PTIﬂClpdl

artlfacts in the field of navlgatlon and maritime commelce.

i}

They are able to sée one of the createvt Lnstrumentca

. PETERS SHORTHAND REPQRTIIXG GORPORA]I‘(JON

R o | 7700 COLLEGE TOWN DAIVE, SUITE 208 ! s
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Grog, on the existing operations,

”perla@ of time and the fac113ty hmq to be constructed,

44

“
- e Rel

of national trade cver constructed by any nation, but onc
of the great links of the wartime years where the United
States was/suppqrte& by the Quecen Hary during a timé of
‘trial for this country.

| The valﬁe of an educational historic artifact
s@ch as fhis can nerﬁr be underestimated.” By pairing 1t

we have now creatisd an

o
K4

:noﬁywithfthe Hughestlying Boat,
educational’ fac111ty second t0 none in Southern Callforﬁ
and eventually will résult in mllllons of California
children being put back in touch with history because,

after all, Southern California is the hub of the aviation

ndustry. MeDonnell Dougran~qnd“6ther leﬂdersuin the

aviation Lndusﬁrv have addressed the\questlmn and respnnued

< \\

by showing extremé' cxcitement 1n having the fl}rpg boat
and the Quecn Mary palred together as a major Callfﬁrnla

attT&CtIOTl.

MR. GRAY: He's convinced me, I'm going to buy

a ticket. . #
“ [F'T have a question for Greg beuause T think we

havc to get ‘tc some very real kinds uf concerns. You said,

-J..u

they could g go on 1f tﬁls

1ease were approved One concérn ig the flying boqt and @

the concern is because it has to he muVed”hltnlu 1 certaln

O
wh i»ch

fl

means g01ng out im a maJor investment, 1n1c¥ hrather Port

N R
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1 Properties, I'm sure, is.not going to do on an interim
® : ‘ .
) 2 | agreement because they'd never be able -to get the financing.
. 3 \ CHAIRPERSON CORY: Go ahead. This sounds to me
, )
2, 4 llke it's not ready for con$1deratlon but go ahead
@ [ ) f
; . ; MR, TAYLOR. MT Chairman, we started the
o & 6 c&yvelsatlon by trylnv to work in”some limitations on
7 what the future uses- of 4, 5'and 6 a%d even perhaps’ we'd
@ = ; ) ,
Ve 81 have to get into 1 and 2. That would be something that
- ? | could bé‘coveré&; or if those aresthe things that ave
3 ‘ it P e }
1 “ . 10| necessary at the present’time -- - 7
X . ‘ ) ;
22 CHAIRPIISOV GORY: Maybu I'm dense this mornlng,.
. T
12 but he has a spoc1 problom, as I understood his questlon
| 13 to you, that he has a contractual th1ng to go vpa Or nay
® ‘ 4
~ 14| on the flying boat, and he has- to StﬂTt{bUlldlng a place
5. 15.1 to house the flying boat, 4nd he has to make that deflklon
[
o 16 | rather quickly. He wants to know if your statement says
1
Yo 17 | that he doesn't havxfthe approval currently, or if«this is
i , :
18 | approved; to go ahead with that. .
. . o R - n
L0 ) w MR. 8TEVENS: You've get it,
@ R
RN . 20 CHAIRPLRQOY GORY: That's either yea or may
N A " MR, TAXLOR‘ It's my understanding that the
e ' ,:(l) ) ) ] & . :
I k> " 22 | flying. boat is in +he ‘Tease, “If it is in the lease and. “
® ..~
T 23 it‘s:specified in the lease, then that's taken care of.
24 “MR. PARKIN: Only if you make the flndlnn.
" “ EIN 7 i o » - 8
“ ’ 23 MR. MeJUNKIN:  The onlY&blage it's specified that
® ) ‘ / ‘ ' :
. "\Tf ] p . e ‘ i
. 9‘37 g PETERS SHOHTHAND REPOHTING CGRPORATION o o
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-that belng in the record. 'If we need to take a recess, I'm

! 5 i : ’ 46

the rent -- is for rental purposes, it shall be considered

a museum. It's art of tho OJthR. o, they would have -
P I

to come back for the airplane hanger.
MR. TAYLOR: I think we'll have to huddle for
justQ? minute, buf~it's Suets feeling that that is part:

I

of what is being approved. - 5 .

p ] ) Iy N

MR PARKIN: Again, 1f it's not approved we

~\;}

don' t haVe anythlng, if the findings are made. ‘
CHAIRPERSON CORX¥ " You! re as RLng that if we use
the staff' condition, you\would 11ke i RPElelL fwndlng

that the flying boat progect Ls approved,~wutsver that

: . S ‘
MR. GRAY;  They're saying it!s in there; and if
it is, that' fine, Vt if it isn't 1n there, then it has

i

to be dealt with one way or the other. !

. CHAIRPLRSON CORY: Are there uny olther comments
the city would llke {o put forthV( W f l:¢h \&”;
MR, JSTthh&' Just one o“*““’ﬁné, ;}r. On the ﬁ

/

| Prov1slon Number 2 about the marina on fﬁ%%i&&iew of rentals,

as Jim stated, thlS'lS not a norma1 maring.

CUAIRPERSON CORY: - Could the staff hndule more

A\

quiet1y7 At the same t1me, somebody better be llStenan

‘to what this gentleman is 5dyan hecauee there 1s;§ record

o (
belng made of that and we'lre going to have fo );%% with

@

il ;

4

Sy
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willing to take a recess; but I'm aslittle nervons about
part of our brains box§g 1nvolved in a huddle whtle we're

putting things in thc pjbllg record. Ifjyou meed to get

—

togcther Lo find lout where we areg we can tuke a five-
mintite broak. If not, I'd rather have your 1ttentlon

MR, STLVENS: My comments will be %éss than fivc

[

=

minutes.

CIATRPERSON CORY: Go ghead.  /
MR. STEVENS: On the ‘two cdnditionq, number one

g » ’ .

appears to he o legal m@jtcr, and 14 only mako‘a conmcnt )
: )

that this property i# und\r the apprnved coastal p]an,

and there are. already a prewa?deal of reviews that by law

c;fher app;y to this propertv, bﬁtﬁthat really is a\iegal

, matter bctwcen the- Port ‘and the City, I believe, and you alkl.

The second cne does afféct us as lessee, One is

that the typical marina llke you'd £ind in Los Angeles,

.fyou woula e provlded by The ngernméﬁt’W1th a brokaater:

‘with bulkhea\léL Wlth utnlltLes at the site ‘and so Iorth.
Thlb anestmunt, 1£ 1t wcrc even techﬂlqally frasible to. do,
would requ:re "somewhere in the nelghborhood o 40 or $50

million, and that would'have to be amortized by financing

o o

over an extended perlod of tnme. Lenders get veryhnervuus

o

about clau5uq that requlre any klnd of a léss thanw
quantltatlvo &d;ustnent, and as was ewplalned earllez, tivé

N
leasenltself provides for overall mindimum adjustments nhxch

o B B
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1] is reflected in the marina, and that's why we would b%

® 2 | very’ nervous about any imposition of additioral opeh-gnd
3 qualnf1cat10n¢“ ThanL you. -
. 47 CHAII‘PERSO’J CORY: Anything further? 1Is there.
ﬁP | N 5| anybody in the audience that would like to address the égiib
v v 6 - Commission this item?_. I just want to make sure that ghere’
T s nobody out there. 7 T : nw T
® 8 We have two communications, one.of which I |
o 9| almost understand, and the other one [ have sowme real

10 problnms W1th., I Have a 1eftev from Mr. Ed Tuttle,

Q ° . . Il
A 11 | Councilman of the Eighth DlStTlLt of the City of Long

12 | Beach,-who in essence lays out four yuestions. I don't

. ¢ B DM (\YC)
L 13 | know whether the otne% Commissioners have received this.
® . MR, ACICERM/\N. Yes.
5 7 e K 15 o LHATRPERSON LOk&. I think it should be made

16| a part of:the public reuord IIis four questions are: One,

does the proposed lease provide a fair and adequate return

SR \\\

18 to the public based upon the valu& of the gueen Mary and

oo
. . 12} the surrounding propertleb, Two, nnve the Queen Mary and
® - |
) 20 | adjacent propcrﬁ;es ever - been appriised by a certlfled
Py ;)‘ i . ) 7
- 21 | appraisal firm for, the values that relate to ghe w0551blql

4
22 | uscs of the site? Three, 1n 11ght of the fact that the /

o ¢ < .
8 D

confract prov1dps that Wrather can purchyse’ the Queen, \

&
o
N
r

7 24 MarY'for a scrap‘Value in five years, why is thevpioject“
_ : 25 | not put out for public bid? - And,=four, would the State
/G\ . g 4 : ’ \\\\ - . ) s Rt
n ) a . ;‘; ¢ . &S \\J ¢

PR | , PETERS SHORTHAND FTPORTING CORPORATION
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! Lands Commission feel that it is appropriate for the Long

A\Y

2| Beach City Gouncil, as clected representatives. of the
%5 public, to review for approval contractsﬁthat affect
"4 public tideland areas ;n Long Beach? “
S Those are thé four questions he puts forth, I

6 havera letter, I guess, from -- I'm not sure., I believe

7 71 this is from Ruby Finney. . \
8 EXECUTIVE OFRICER NORTHROP: Mrs. Rﬁi;y{if?ihney,
Cﬁ ? right. \ | O
EN  CHAIRPERSON CORY: .1 guess this should be included.

. 1 1t's a rather lengthy letfer,n There ‘are a bunch of

| 12 | statements which we will includé as part of the record.
. 12 Doew> the c1f? or staff have any answers to Mr,

o , Tuttlé" four questlons? I;would guess if we're going to

S N /
T 15 appralse the property” ‘on an 1ncome stream ba51s, yoww don't
N

16 even havc to worry about the cap rate because itlgra "

¥ rowow

5 1 neggtlve cash flow. So, it's how muc1 money da we give
12 " \):7 N ) N o)
18 you to take dit. - ’ Yy )
L A s .
) . B ) : - . i\/ . ) . b
Ly 19 . © MR, GRAY: I think there are a couple of ¢

o . . ) (L
20 | ‘that should be dealt‘w1th,1p the questions, Number Thi= 'y
" ' ’ . ‘ . N N , - L s
because I think 1t‘s a valid ope There was' in fact a
"2 | notice to all those whe\had b&eh Lnteré¥$ed in the Queen

XY Mary to provide wrltten bnds,kand that's how the Wrather

e
. 4
" - port. Properties became thﬁ selected 1nd1v:dua1. There were _
o 25 two written pr0posal». So, that was in fuct dane.
- . ’ . / )
- 4 . ’
. - @ l[ -
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Club«was able to agkthat if vou guys can't?

24 .
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. I would be less than honest if I wot to \umher
Four and/sugngt to you that the Long leach City Lmungzl,w
is the one that made the leaqe and bought the ship in
1967. They turned Lt_over to the Port "two years ago.
I don't want to suggcst that Mr. Tuttle has n%#e an

1nteresf1ng turnaround\ lle voted to give it to the{?oft

Whether there should be a rediew body back for what happens

to the Queen Mary looks to me like they ahculdn't have
given it to somecbody ﬁb start with., They shoﬁld have
solved the problem, I do 't think that's réally a valld
approach becauso they had that and they deCLded the}
dian't want to deal with it. v

The othpr two, of caurse, really have towdeal
Wlth the tc;ma and\condltlons of the Tldelanda Trnst and

what you cxn and C}nnot do with the prcpertv 0bvxou%1v

57
if you built high rise condos out on the water, it uould be

worth more money than bglldlng things that are within the

.
-\/ o A

terms and conditions of the Tidelands Trust, aqg obV10usLy
those caanot be done, = |

CHAIRPER SON CORY How was it the Balbba Bay
(‘\ :
MR, GRAY: Nhat was the questlon abput the club?

CHATRPLRoON CORY I was just curious whx\they
could build condos v o |

MR. STEVENS: They haven't.

&
. ‘ @ ){s"x.,
N e . - . , v .
o - v . e \ .
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1 ,AHAII{PIRSO CORY: They” Imve,n' £, Tt's just a
® : Aoy |
- 2| hotel, yight. |
’ oo 3 o (Laughter.) S
’ 4 MR, TAYLOR: -That lecase is up in a couple of l
9
o 5| years, Mr Chalrman, and it will have to come back'to
. °6 | "the Comm¢351oﬁ under this same section.
7 CHAIRPERSON CORY: Well, what is the wish of
@ : C s Lo .
® 8 | the Commissionerc? Does, somebod <have a feeling that
- ) 9 | they want to do something? -
: 10 N MR. AGKLERMAN: I think there are two options’ to .
® D N
!ﬁ‘ the (Lmn ssion, We can stdv and dlscuss the techthdl
o 12 | aspects of the agreement, which we rcally haven't gotten
13 } Into yet in detail, the two staff recommendations. ﬁThe
@ > | ‘ ,
. 14 | staff has had adequate time, which they tqld,us this (o
A 15 | morning, to review the aureementﬁ They have concluded in
il A
16 | their recommendatior] tc“us that it's in the best interest
17— of the state to consummate and approve the agreement w1th '
& :\ N :
; 18 | - two uondltlons We've really not adequately dlscussed those
- 19 Hcoudltlons in . order to make an arrang ement '
. y
e .20 I'm prepared to stay/ts 1ong as necessary to
: 2} | discuss those arr angements and those cond%ﬁlons to the
, f
- y 22 agreement but I wonder Lf that's in the ,6es¢;;nterest of
@
‘ 5 23 | all of us if the Chairman has overriding concerns or whether
PN 24 | to foreytall it or put the dgreement through some other
(‘_/“ s
' 25 | review, .
0(, / 0 -
o i
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|Arying to ascertain is whether or not there

‘make a go of this,

into it,

“interest of Long Beach, maybe.
B

G — 4 ,?3‘\ .
- & Ny - \ / v
Vi s

/// ) 5 BC

I!m just one vote. Vhat I'm
i
h\

N, —
are twg votes

CHATRPERSON CORY:

to approve it with the comditions Qr without the conditions.

Mﬁ. ACKERMAN:  I'11 tell vou wiere I am publicly,
I'm prvpdred to discuss the LOndlthD of the agleenent
and hopofullv achieve a vote gﬁc way or the other on the

JI'd llke to

/

lease dgreumenf\h&forc the end of +hc meeting.
FN

stay here and\th ash it out.

MS. MORGAN:

iv

My questions are just as basic as

Ken's are, I think. I don't like the idea of ~yny political

cntlty sntering into a long=torm lease, and partlcularjv

I8 )

)
where the state may become a. party to the leayfb. /&t'

dlfflcult to predict what's going to happen%four velirs from

now in tle political world, in the governmental world, mnuch

less 66 or 40 or 15. On the othefjhand, if you're going to

then you need some long-term commitments.

“If we enter into something like that,c if the ¢ity enters
- 5 ‘\ o

it's one”thing;Qbut ifuth@ state enters into it

with the<State Lands Commission also saying that it's in

\‘.

the state's best interest to <do it, then I’&glike to know °

that 4t is in our best interest.

ﬁf Right now it sounds to me like it's in the best
N

W Ry

state gets mixed into this kind of a ventuge. 183 this were

L. . Co
a state venture, it would have kicked off some checks ard

N\ \
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"4 controls and revxews “that arc>acmﬁletely by pna\ed by
S
%\ go:ng at it thls way,” ,
v‘3 ﬁ MR ACKERMAN: Lt ki of scems llke evorvbedv
4Q§L;s between a rock and a hard place on this one. ¥'m just
5 wondering from a practical standpoint as a private bhusiness-
§ | _man how much we can expect a private company to db on their
7 own, put out X amount of dollars -~ and hete wefre not ¥
81 talking abaut just X amount. WGKTG taiklng about mllllanb
s of dollars they have to put out thh?vt also hav1ng a
10 commmtmant from us that we're going Lo ever say okay to it,
1 Can we expatt them to put den million out, tmenty mllllnn,
2 a hundred mlxlxon before they ever know that h§ \re going ?
131 to say okty to the deal? Maylbe they!ll put o lwndred
1 | mitlion é&rlars out un the line refurbishing the Queen,
5 | noving theé flying Loat, whatever, and thel the Commission
16| comes back and‘takoq Uption 6 on Dave Elder's proposal.
17 I don't think thdt'b falr from our standp01nt too.|
. 0
181 e want to bLg proteuted on one end but I thlnl the pri ivdte
B entrepranaﬂa' needs, pratection on t@e,other. it's k1n§ of
21 ike the Llrt befpre'the horse.. Who is whklling to gaﬁ%\f )
2V the risk *ir§t. e Lo ]
22 : S %‘\\w. ; A
The prohlem is we've got the Queen Mary dowa . thefy
R - . i -~
23 | yre've gt the flying boat down there. I don't think we can
2% | be blind to the fact that we have got them. T'm just
‘25 wondering what's fair for private industry to expe&t for
them taking a risk out front. They sieed some assurance from
o \(
\i i e . . . {{, ’ e
1) .y 0 o
“= . PETERS SHORTHAND REPORTING CORPORATION
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problem, severe 1ega1 constraint, and there hﬂs ‘been ng -

1¢hat we have placed,
\

s
)
L
p—

us. We also nced some assurance Vrom them YWat what

thcy re going to do is con51stent W1th the trust so we
Vcltler of us wants to

\‘

get caLght holding the oag“on it, aﬂhwfe both have to go

|

in tandem and each feel comfortable with tne:atnur.

don't get caught hOLdlng the bag.

I just want what's fair to both sides.. The

7

state has to be prQLected That's our statutory and

N
I

I éhlnk prlvate enterprise 15(
o ’/

constltutlohal obllgat@on

7w1111ng to take llterally an albatroés from around our

necks on fhlh Oﬁe. I thlnk we need to glve them a lltﬂ&c
: ﬁ

sLonfidence, tOO‘

LXﬂ(UTIV@ VIFICER NORPHP(I:' Mr. Ackerngn, ‘the

conversations ['ve had late Iast Right and early “this
a

L . s . .
morning and even while this mceflnp has been going on

.1nd1cata to mo and to the staff that the two conditions

§
i
e thought-a 20- year review of rent was reasonable

'MS MORGAN: I'm not sure it is.

EXECUTIVE OFFICER NORTHROP: ¥ell, that's a’good

{
point,

We ielt it was; Secondly, we felt we had 4. leqal

u

\
\\«/

1nd1gat10n io me from Long Beach or Wratner or the Iong

Beach-City. Attoi\cy that there is anf roor for negotiatio on

[ ’
G% ‘those two p01nts. I think the st&ff would \enllv hn

interested in, sgtting all t1e other aside, is there room

I
0

{

which we do not thivk were onerous -~

PETFRS SHORTHAND REPORTING CORPORATION

o 7700 COLLEGE TOVIN DRIVE. SUTE 208
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= for negotiatior}/}( .
o / ) ¥
. concerned because, in addltion\tp thosc, thero Secms to A

- of making the Cindings in any way.

: bGCnlOH 6702 or it's pét fea51b1c

feVLow

‘packdge/ﬁresentc&\to me does not address_ i

x . AN s ' . T
‘review a laot of little d@“lalons that werc made ﬂv tne

[N ; HEY -

T’m a 114LJe blﬁ at the moment \

MR.~§§§KIN;“

y
//

be some problems wlth\t%c Fomm1551on on théientlre congept o

Vs

N CHAIRPLRSON CORY: That's why Ihaven't eve(

\ { . . ; -
focused on thc conditions, because what you\re‘tellina me

is that the developor and the 01ty need td proceed under

| MR! PARKIN: Their f1nanc1ny réquires that..

“ﬂ CHAIRPERSON CORY: That b01np the CWse, I believe

cannot vore on this unt11 I, in esvvnno, do a’ ﬁbtal
S ); b

of ali he decisions that thc city has madé %q the

that 1.

1a¢t tnr%e yeans lcadlng up to this agreement, and the SO

self. It

&n ¢saumptlon that it's a valid

Stdrtb wg thing, but as

I xewd 670° and the stoff tells me my obl;gatlon under
6792 is that I havesto asuertaln that thls is in th hest

1nterest of the state. To do that I haveqtoﬁfln easencg,

harbor port authorlty along the llne, how we' got into thlq

mess Whlch, as I've said earlier, I've aover r'e ally paid

a great deal of attention to because,l thought it was a
local problem. But I have such questions as, you know, is
the Wrather Corporation aspublicly or privately held

\S\
g
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gorporation? & : 3o ;“ f}
{ MR, STEVENS: Public. - o
J CHAIRPE(@ON CORY: Are there 1 k's filed and
that sort ofithing? | | gt
5 MR. STEVENS:~ Yes. '/ o
| | CHAIPPER“ON CORY: I'm 31t11nw Here in tatal ;

norance of the WIather Corporation, anﬁ\there have bu
O A

statemgnts that this is the world's best company to do thisj

-

and it might %e but T don't know. I don t see ahythlng

I‘OCGSS

in the package prﬂwoutod here to ans swer that questlon as to

W

what wratnor does or. what its Varlogf sabsidiaries are..

My knowledge was when | wias a llfegémrd atthe Disneyland

Mlotek 30 years ago.

/

the Wrather Corporativa functioning,

(Laughter.)

MR,

,ﬁ( _CHIAIRPERSON CORY:

ymars age.

queétions

GRAY

A
I

Let's speak seriOusly.

as the staff lays

It cleared.

e
S

aylng the best lntercqhs of the state.

I

Rid your check clear?

That was 30

I don't know,

You have a q1f£@fent perspective of“

Those are the kinds of

o

on me my ohllﬂa“lon, the lawyers

\\r\

Xou

people in the cify have had time to go through that and

\/w"

_come to those conclusions.

MR, PARKIV'

Hr.

o

think we“van mayhe sec nn“re we go fron here.

v

Cory, you suggested a five-minute

I think 1f I could prevail on vou for flve mlnuteq

PETERS SHORTHAND HEPPRTING ¢ CJRPDRATHON
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1 LHAlRPLRSON CORY! “Wkay. We Wlll b iacg?iﬁﬂ
2| Q; a QHJPVCT oF, and we will be in fer W bx *é period of
3 Tlme\Pecoas we'tre approacnmnp lunch, If we' 're going to
41 pesalve the prob]em today, -I would guess we probﬁhlx
% | should zo eat luncb and attack thlsfjn a full stomach so
6] we're not qulte as ﬁ;an dndu\f%ery.ﬁgﬂ
1 MR. STEVENS:.-We'll do the five minutes.
g \IRPERSON CORY: We'll do the five m;ﬁutes.
9 ] CiherﬁUpon brief rQL¢SQ was taken.) | o
!6)' :/uH\IRPFh&QV CORY: Wc?gre bick in session.
‘ )
128 Jk.nPARKTHﬁ; Well,aMr, Cory, “thank vou for the
12 | recess, and we hd;e<aiscu533d”this.‘»Irthink with regafds
i3  to the staff fecowmcndations %hgi there may he ~~ I'nm
14| not saying we will reach tnxs po:dt -~ but therc nay be
15 | 2 possibility where we can develap a list of possibilities
35 for thase optivh areas that wé(}@uld come to some agreement
Y7v on what would be considered as au part of the lease Socugent,
15| lHowever, we don't want to he hasty in preparing such a v
19 | 1ist. So, perhaps the best thing to do would be t& put
20 { this matter over}until onr next meeting. | | ' |
21 " CHAIRPERSON CORY: What kind of tfﬁe.framé? |
Because as I understand it, you people have some tighf“
23 | time cofistraints in time to reach this. Our next meetiﬁg
is what, Decenber?
25 IXECUTIVE OFRICER NORTHRQOP: December l&6th, Mr.
i ,
PETEHS ‘SHORTHAND REPORTING CDRPORATION )
" SACUAMENTO, OALIFORNIA 0bigh 1 o
N ) TELEPHONF {B18) 483-3801 ‘ @
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58
‘Chai%maﬁ} o | KDW
| CHAIRPERSON GORY: JiGw long woul& it take vou
”? aﬁd th; staff?
\XV:: S MR. STEVE&S: We've alrgady given & list --
: o CHAIRPERSON CORY: Not you. I'm worried about
S| the cgty and our staff, How long is it going to take you
. T| to try to draft conditions which both si@es can live with?
8 It scems tohme you ought to be able tosthrash thdt out
4 w1th1n a couple of days, I would guess. , ‘) -
10 “MR. McIJUNKIN: Over }}111&;11. - )
11 ! ASSEMBAYHAN DLDER: 8¥ér iungh.
12 MR.iéARKIN;/ That item 1 thi;&'ﬁaybe we can.
13 CHAIRPERSON CORY: If we ddjourn the neeting for
14 | lunch and if they put tégether something to bring back,
15 | we'gan meet then; if it can't be done today, I'm leaviﬁgw
lfJ’ltommrrow. I guess we have a large ccntlngent §01ng to play
” !?do\vith the DOE. I | & ‘&&
18 MR, PARKIN: You could always take the othe1
i lé’ two members of the:Lands gomm1551on ffong and w%/con}d
M 20 | keep the meeting going. - - . é
21 (Thereupon a ﬁ%&ef discussion was held %
22 off the record.) v | . Q
23 MR;‘GRAY: Mr, Cory, I think there is no question
24 | as far as oui gr%up is COHCGTnLd dealing with those tio
25 | provisions. %c can deal wit h 1hose two through lunLh

PETERS SHORTHAND REPORTING CORPORATION
7700 COLLEGE TOWN ORIVE, SUITE 208 E o =
SAGRAMENTO, GALIFORNIA 85620
. TELEPHONE [918) 2833601
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I think the major concern on the 20-yeay review is

; L ,
strittly a financing consideration, and that's not our

conSideration, but obviously the borrower's consideration;

but I think we could either get it done through lunch or
find out that we can't get it done. “N“f
CILAIRPERSON CORY: Ukay. We will stand in
recess until 1:30. S
(Thereupon the meeting of the State Lands
! s )i
J/ I . Y fw
K, Commission was recessed for lunﬁ?.)“ ’
~+--oQo-~~
X\
a
f .
' ‘v/ &
) 1
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” o 8] !
7 =
@ - l o 7
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w 7 o e
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AFTIRNQON SESSION |

- - ‘QOG‘& w -

N

CHATRPIRSON CORY: We're buack in sessions
EXECUTIVE OFFICER NORTHROP: Mr. Chairman,
during the int;rim, the Attorney Ggﬂeral had gome
confercaces with the ulty of Long Beach, Mr. Parkin;
kand I wonder, Mr. Taylor, if you'd care to share that
)

with the Commission.

o

MR. TAYLOR: Mayhe you'd want to. .

MR, PARKIN: My, Chairman, members of the
Committee, we did meet during the noon hour, and I thirk
we addressed oursclves first to thekrecammendatians of the
staff as to the conditions for making thekfindinégﬁunder
Section %?02 of the Public Resources Code, and I think
that for the city and for Wrather we are prepzred on the
first condition -- tﬁft is, to bring back future developne
for review and approval of the State Lands Commission -~
to?ﬁgree to thaiiiﬁd to so state inxthg;Aeasea

o . - ; .
We also wonld be in a position to provide for.

nts

marina rent reviews, but not»ét the 20-year interval stdted.

9
I think ¥\ Stevens artlculated ‘the sizable 1nvestment

tyat would be requ:red for tHe marlna constructlun What
we are suggesting is that the rental reviews be made ;
following the amortx*atlon of - the f11m§ permanent 1oan thqt

they may take out for COnHtTUCtlon o§ thc marina., I think

P

4
¢

PETERS SHORTHAND REPL4TING CORPORATION
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" staff has 1nd;catcd that that's %ccoptable to tlvw.
2 CIATRPLRSON CORY: But if there is- subsequent
3 reV1ew of adpltlonal yro;ects why do we need to geot into
41 that 1ssue;g&»th15 time? .
A 'MR. PARKIN: - You don't. V |
6 CL.AIRPERSON CORY: © It seems t% me there are some
1 techniéal questions. 46' o o 7
8 o MR. TAYLOR: There is a sch;aule in the lease
° tHﬁt you are approving that does not provide for that.
10| Ihere is a rental schedule for marinasjunder the leus;.
" CHATRPERSON CORY: They can't build a marina
12 1 until they come in with‘u specific pruposai, can‘the?2
13 MR. PARKIN: That's correct.
14 CIIATRPERSON CORY: Why shoﬁld we get into ‘that,
"W | and let's look at the proposal bised on how they'ré §
‘&*‘amortizing and how they're paying off;Ebecéuse the kinds
171 of"questions that ‘come to my mind to raise this at th?&
18 point is how .is the cash flow handl%d, because we in £he
19 stateaéovernment have thegGolden Gate Bridge \uthofity
20 Whlch had a loan that they never pald off even ?heuvh they
21 had the money. & “
22 EXECUTIVE OFFJCER NORTHROP: I thinmk that's a
2?3 goodﬁobservation, Mr. Chai;man. ‘ o
Zf M. PARKIN: We ﬁould just drop that as a )
25 { /'y

condition. o ! /)

I
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MR. TAYLOR: With the understanding that that
is not foreclosed by this approval. Thgf wvould come back
as a part of anythlng in the future.

CHAIRPERSON CORY: The record w111 show nodding
of heads from the City of Long Beach and the Frather
Corporation representatives.

M§, MORGAN: Is that part of the contract?

CHAIRPERSON CORY: I'm sure it is, It's in

writing, isan't 1t? N

MR. TAYLOR: There's one other thing. The question

went unanswercd today as to what the stutus of the HK-1

would Ve, If it werc in Paruels 1 and 3, there wouldn't

¢
be any problem. If it was put on an extension to Parcel 1
and Parcel 4, there would be a problem. Therefore, if the

Commission’ is going to act today, it would have to

specifically approve the HK-1 project as set forth in the

1éase. In other words, the rental rate and everything for
HK~i is set forth in the lease right now. We'd just have
to find that would be akgood purpose. '

CHAIRPERSON CORY: HK-1 is Hughes Kaiser‘\l Flying
Boat.

MR, PARKIN: Otherwise known as the Sprucé Goose.

! CUATRPERSON CORY: Ile just rolled over in his.

* » 4 i";
grave again, if he is dead. 4

i

MR. STEVENS: It will be on Parcel 1.

PETERS SHORTHAND REPORTING CORPORATION

) 7700 COLLEGE TOWN DRIVE, SUITE 200
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MR, TAYLOR: 1f .u,@ in Parcel 1, it w
aparoved tha/wa} Lhe lease 13 written at the present time,

S0, you would have no problem with that.

There is one other thing that was pointed owe
at lunchtime. Under 6706 of the Public Resources Code, |
A
inithe event that there is a revocation of tkﬁhprant,ﬂ
o

j e

S

‘ . ) £ ‘
the Commission or whoever gets the prant —*Jln 'other wordb,

if it goes back to another agency -- wWaever %s successor

\ /7
to the grantee has thc option of elthe?kdftgf;ann tie

N i

lease or refu51ng to dLLCPt it.” In the event %hat they
1oJu;e to accept it, the lease remains the reSponsibifity
of iho Farmer grantee, 8Ho, Lf in this cﬁse the State
Lands Commission revoked the Long Reach grant and did not
want ﬁo assume the responsibilities for the Queen Mary,
but 1eave those with ths city, the Commissilh within the
period of time set fdrth in 6706 would have the optien
to do that. ) )
CHAIRPERSON CORY: For evervbody in the room, I

want to make it perfectly clear. I want to spéculate on

what this contract means and some options. The speculation

ié nét‘accusatory i any way vis-a-vis the city or ventractor
I'm just trying to understand what peofile's options are

in a theoretical sense. I hope that people 1istenié§ ar AQ
writing keep that in mind because I just don't hnow. |

But if tliat option, if we at sore point fer some
< TR emes

PE?FERS SHORTHAND REPORTING CORPORATION
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réasbn revoked the grant and left at the state's eption

the contract or that portion of;the grant with the uity,}

the contractor would have the option of going anhead and

developing Parcels 1, 2 and 3 as he scos fit,

MR. TAYLOR: Well, ‘he'd have to still cone’ “hack
S

to tha Commission. Ny
N

CLAIRPERSON CORY: What I'm tryimg to aﬁ&ggfain
is that we got ourselves into what I consider a Ffisgal
and political mess with the Queen w1thout the Lanus

T

Cormiss Lon ndrtncnpatlng how we are asked to pdrt1c1pate,

and 1 hxvv some qunlms about that participation; but we

entercd into this cqntracﬁ, and the contractor could say,
well, this isn't working out too well so we're going to
budld Disneyland. We did a nicé job somewhere else with
it, so we're going to build unothcrvone on Pafcel 3. Can
they go ahead and do that all on their own?

MR,‘TAYLOR: No. Under tais.they have to bring
the plan back to you. There aré'tnreo places they havé‘to
come back to the‘Lands Comm1551on. One 1is for”an averall
plan-on 1 and 2 if it's an) different than.what‘ soing on
now. Two is for the development of 4, 5 and 6% ‘and the
third time would be if the Queen is scrapped iQ five vears
and the Wrather Company wants ‘to go ahead and dé??i;n(i and
2 without=the Queon therec, they would have to come in with
a plan. So,rthc Commission would hdve to be given a review

\\

1
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and approval of whatever the specific plans were at edch
of those points.

MR. STEVENS: In addltlon, we d hove to clear

the normal regulatory agenc1es, beﬁconﬂéSLent with the
v /

- local coastal plan and, if it was, not (onsiétent with

l
that plan, we would then have to go to the Coastal

Commission. ) ;

MR . TA&LOR' Mr. McJunPln belleveb the way HK-1
is in tha contract should have a spgc1f1c finding of )
approval., W

CHAIRDPIRSON CORY: 1Is the public rvGord today
frofi the state staff side/that if we .approved the coptract
with the condition that the : tdte reque:ted that tﬁe city
and Wrather Corporation have agreed to, you are saying:
thqt implicitly the approval aoes include the HK-1 as long
as it's on Parcel 1 or 2. '

; {%R.'iAYLOR: That's fighfi‘ Because if also talks
about the hption area, Hr. McJunkin feels it would be = °
wiser to also inciude the approval for that projéct at this
time 5pec1£1cally. ” ’

CHAIRPTRGON CORY: DBut if we would be voting at
this p01nt,,we would be votlng on yae preaise that it does
include the HK-1 if it is on Parc&”‘l or 1, 2 or 3, for
that matter, if you could double up ‘with the heating plant

MR. TAYLOR: Yes, that's right.

PETERS SHORTHAND REPORTING CORPORATION

"700 COLLEGE TOWN DRIVE, SUITE 209
" BACHAMENTO, CALIFORNIA 95426
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1 - CHAIRI’I‘K%UN CORY: = We just h aﬁ' that cléar;ﬂ if
2| we can just Jump back fmﬂ the record to make sure that
3| it's ¢lear, can aomcbody state whether or not we have any
4 answers to Mr, Tuttle's four questlcms SO we can put
5 tnat asude and not have to dﬂ;al with that any farther? .
s IXECUTIVI OFFICER NORTHROP: Mr. Chaitman, Hr. |
) 7| Grimes can answer that question. i
‘ 8 ) MR. GRIMES:  With regard to Items 1 and 2, the
9| staff asI\lessentlally these same questions of the Port,
10| and the Port responded.-- and I tend to agree with them --
g n that, first of all, the Queen M'ar}-' and those properties
) 13 Fa*t:. this time are really not capuble of 13eixmg';upprﬁised by
X "Z_ - 13‘}'/ a Lert},tmu dppralSd" fnrm :md the r’etitrn is probably |
® 14 falr 411& qdequqte in thaf it was the result of he@d to-head
w . 15 .n‘egoj:;;gatlons that went on for sonme perlod of time. The
’ ) 16| State Lands Commission staff was not a Q‘party to those
o 17 | ‘negotiations, lowever. -
. 18 Nunber(three, in light of the fact that the
o 19 | contract provides ‘?‘1‘:}1&41: I‘Iréther can,purchase the Queen Mary
[0{* S ” 20| fox scraz«\ value ?fin.f‘ive yéai*s, why is the IJIOJ ect not put }{(
E A 21 | qut far bid now, I think the real reason. there is everybody h
| 22 | i3 try:mg to give the Queen Mary a chance to ga and make
@ - .. 23 | good. If you put it_fﬂpu\i\: for bid right now, it would
. %4 | probably be scrappeiL . ' |
w0 ‘ | ‘Number four, x\}oulc’t the# State’: Lands Cor;miss‘ion fcel
o " PETERS SHORTHAND REPORTING CORPORATION
e . 7 "°é’g°c‘§i§f§&Z,"E’Q‘Lﬂi,‘éi.:‘é‘;ia"““

TELERHAONE (Biﬂ] 2838601
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Attorney's conc1u51on on that.

[ =

6"

it is appropfiute for,LGng Beach City Council, as elected

Y

roprcsentatlves of the publlc, to review for appruval

.eontracts that affect public’ tldeland area"\ln Long 3

.“Beach, I think the Council four or five years ago turned

the whole thing over to the Harber Cdmmissioners. If

they want to take a look at th@%e things, they could nerhaps

pull that autherity back to themselves,

" MR. PARKIN: No, they canxot. That is a matter

of city Lharter, the Jurlsdlctlon 0{ the darbor CummlSSlon

The only way thdt could be done is by a vcte of the peonle

of the City of Long Beach. N | .
; . MR, IAYLOR I would agree with the City

We deal with the city as

it's set up. That s thc way they're constlﬁuted and

iho ¢ amendments were &pproved by the Legislature.

CHAIRPERSON CORY: But there is nothing to

N : X . . Ao
-preclude the City Council from holding hearings, writing
1etters, issuing flndlngb of fatt and sen ndjine. us ‘their

s
W1sd0m as they see fit, is there? ?fﬁk;

»‘/

MR . PARKIN.. Non#&® of which is bihding on the

Harb Pnf'//é}\z‘mmi ssi t,\n :
CHAIRPERSON CORY:  Nor Us.
" MR. PARKIN:

CHAIRPERSON'LORY

Nor you, that's narrect.

They dogﬁt need our license

to make that 1nqu1ry 1n*o”another portfun of their CltV

BN
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think thcy need our invitation to do that.

68 °
What I seem to resfond to Mr., Tuttle's question in that
regard is it's his town. The City Council can do whatever,

they want. We Te a publlc body. If he wanted to be hcere,

‘he céild speak ~The City Counc11 could send what

resolutions pr. views tney have to us, and we'd be-glgﬁ
to take‘themainto consideration.
MR. PARKIN: It’sﬁé municipal affair.
CHAIRPERSON CORY: It's their affair. I don't

e
T

ASSEMBLYMAN LLDIR: I don't think he had a second,.
EXECUTIVE OFFIGHR ORY?WDP‘ Mr. Cory, Mr.

. A “
McJunkin p01ntod out to me that-the Queen Mary was put

out for bid ior Jovélopment and, based on that, it would

be very difficult tQ piat it out for arscrap bid when

you're trylng to dcvelop it.
‘ MR, McJUt WKIN: Yes. Of course, the development
cguld have been scréppinb;‘ﬁs fan;aq that gdes.

TYELUPIVL 'OFFICER NOR?HROP If qomebodv wanted
it for scrapplng, they ‘could have bld that

CHAIRPERSON CORY: Do the Commigsioners have

any housekeeping questions or specific informaticxn that

you need in your minds? X
MS. MORGAN: I just have aysimple question, Is
the staff advising us that this lease is in the best

interests of the -state, in their opinion? A»1 the material

¢ .,

af

B
] \\
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o V| refers, to the fact that the ity thinks it's in the best
@ ,
: o 2 lntcrests of the stdtc, but can the staff really say
il -,:‘élj‘:
(3 31 that this lease 1s in the Dest interests of the state°
*;.,; 4 EXECUTIVE OFFICERK NORTHROP As we see it today,
& \3( 5 o . . ;
oM Ms. Morgan, it is.
8 MS. MORGAN: That's a hedge.
"1 EXECUTIVE OFFICER NORTIROP: No, it's not. As
@ .
o 81 it is presentedc¥~ﬁand let me finish -- any changes in
%1 the program, that is, other than what's outlined here,
Y 101 must come back for the Commission to make that decision.
e , ~ , =
e I Are we in, agreement?
12 MR. STLVENS:  Yes.
13 EXECUTIVE OFFICER NORTHROP: So, we're only
@ v =0 ) ’ , :
14 deciding on whatﬁwe!re looking at todéy‘aﬁd not at th#
\ 15| open language that we objected to earlier. Any change in'
%: 16 | the present language to move it into the open langugge
' ; 7 | 1as to be defined. When that definitiom;momes, it will
@ 13 come before the Commission; and at that time they Wlll
ro 1% then again make the dec1q1on, is it in the best 1ntere§t
&
o 2 20 | of the state _What we hdve befor; us today we feel is in
| 2V | the best interests of the sta%e, given a narina.
. 22 MS . MORGAN: So, you see this as coming in stagés.
a . N :
’ 23 CFAIRPER“QN CORY: Given a marinx. What marina?
= | )
o 24 11 don't sep a marina before us,
5 " EXECUTIVE OFFICER NORTHROP: Yoy're right. I beg
a ' - o
£y o .v ’ : - = \
o -  PETERS SHORTHAND HEPORTING coapoammw \
T o i ‘ 7700 COLLEGE TOWN DRIVE. UITE 208
® o SACRAMENTO, CALIFORNIA 95826
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// : ntly

your pardon. The opt1Wn we hava hofore us today 1is the
Queen Mary and” the ulrﬁlane, and dnv other changes that

would affect the state's int-rests will be brought back.

0 MS. MORGAN: The Qlgen Mary, the airprane and

{7 TR

their rental rates. ! Nx

v NS

B EXECUTIVE OFFICER NORTHROP: Well, the/Chairman

pointed out that the rental rites -- we agree there are
six rental arvas. We agree ‘with five of themn. We re only

in contest overﬂone rental rate and, as the Chalrman

'\

palnted out, 1tﬁ p1umature to devide that ra wtal rate

So, we're not making any gudnmvnt on that today .
| MR . ACKERMAN: Arc thpho aun$equent develonments
then broughtﬁback tﬁfi}e memlS*&OH under the same circum-
stances as we're referring the Queen and the f%YIHg boat
today? |

EkICUiTVL OFFICER NORTHROR: It could probably be
llmlted to hest 1nterests of the state, wopld be the

averrldlng issue.

MR. ACKERMAN: And how detailed does that get?

=

EXECUTIVE OFFIGER NORTHROP: Mr. Chairman, I

think I'm getting legal..

s o

— MR, ACKERUAN: - How dotailed would that be if .
i
futura‘deveiopment comes back7 Maybe a marina is a bad

\

N

example.* Sone other development, say, even the construction

|
S

because we don' ﬁ know what's ?ozny to be in ireas 4, 5 and
W\
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"in this case to provide the Commission?

71

of a breakwater. That's already been mentioned today.

&

How detailedsdo we get in uon51hexat10n of the best
1nterestswof the state, say, in construction of a breakhdtnr°
Do we survey by/énglneerlnv example the foundationm ﬂor

that breakwater or things like that? Ilow detailed do we

get and what would we be requesting of the entrepreneaur

MR. TAYLOR: I think that it would be up to the

Commission to give the staff direction on that. 1Imn the j

i I T

if

absence of that kin& of direction, normally the way these
traditionally have been handled is that thexe is a detailed
plan submitted to the staff for review, but that is Just
gencrally in terms of concept amd.what is intended to be
&gnc. |

MR. ACKERMAN: I guess this is a rhetorical
question. I just hope we would°réquire the.same type of
detail tﬁat would be required at every leocal level and
local jurisdiction so that the applicants in the case of
the Coastal Commission a%ﬁ whoever else you'd have to go
through -- they don't have to generate Repaf&te reports and
separate data in all four different agencies. We have a

one—atop practice for this.

" EXECUTIVY OFFICER NORTHROP: Generally, we exchange

documents. The Coastal Commission usually gets into much

more minutia than we do. I can't think of a case wvhsre

PETERS SHORTHAND REPORTING CORPQORATION

<y 7700 COLLEGE TOWN DRIVE, SUITE 209
B “BACRAMENTC, CALIFORNIA 85825
TELEPHONE (916) 383-3601
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that would sufflce
CHAIRP%RSON GURY:

that organlzed°

for what we want, /

The Harbqr Department

how jis
dppointees of the City,

Ht 's

theAMaycr
the Clty Counc11 Or who

..::\

L

MR. RARRIN Our <harter
the Novems

aS juet amendeq at
empber 4th electlon

t(
and undery that new c¢h

d?ter the
app01ntments to the Harbey
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)Mayor squect to c0nf1

y\thc Plt} Counc1l
CHAIRPERSON CORY

m not

I m aﬁbut o
S0 sure that the
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| Vuggest Something
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in a Polite mdnner
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say, Coming

the movie, If we
. Vi
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ﬁ\set of r

TS a fine kettle o{jfish yYou've
gotten us “into, ie, bLL given those facts, tHis may he
khe state to proceegd thi

S way, tq
try to Limit that‘which vould Lissen,
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One of my great

ars is how much of this
“ble551ng

Tre
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22 to somehow put mv vote be

23

There ; are a lot of

statements that it!
government !

I Temenber "y

<

s all’
foundatign that p

s fault,

ade Some



o~
:

o

/7

[ 3]

W

-0

10
o1
i2
13

14

s

,.

wonderfdl deulslon:¢}h0ut remodeling., I think that was
a foundatlog/abafﬁ/uf dmrectqrs that did that, not a
government %locted body that decided to rip out a few
decks. There were jus't a whole lot ofvth1¥gs that I just
don't want to get into.

‘MR, PARKIN: I repeat what I said this morning.
I really don't think your action here on this lease in
any way ties you to what may have gone on in the past.
I think what you are doing is you are just making certain
findings with something that is going to Be prospective

MR. TAYLOR: That is why the staff added (d)

©to the recommended action, which makes it clear that all

you're acting on isg-<ifat lease. T guess we could be even
I : "‘.\jn\,‘:
more explicit. The intention was not to deal or bless,
because- it's by way of recital in the lease agreement,

any transdaction that occurred by the city between the tine

of the set?lement agreement with regard to the Queén Mary

between th%\state and the city and the present time.

N

N CHAIRPERSOX CORY: What has the staff donme to
'~ﬂscertain the relative merits of proceeding with this

,/‘; . N . ‘e ! "
{ vis-a- v1§ closing it down, Optlon 6 in the Elder report?
2

BXECUTIVE OFFICER NORTUROP: We have not done

anythlng on that. ,Le felt that the llarBior Department was

o \ S

| mdklng that study, and we left it with them.

AV :
MR. PARKIN: Iﬁ I can respoad to that, I think

‘\ B
!

&
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% beLng con51dered?

a multltudc of projects.

74

Mr. Gray covered din his comments this morning, really you

w3

don't have any down side on thlf beuanqe if it doesn't

work, that option is still avallublu"

PN \\

" CHAIRPERSON CORY: 1If it is not with the
approval of this, the Wrather Corporation, are tley not
placed in a position to develop Parcels 1, 2 anidt 3 for

some future commercial venture, in essence, mitigated

o

- damages without competitive bidding, without other woptions

Lk

That's all covered in the contract.

i
I

il

It was put out on a requth for proposal. ‘ J

|
LiAIRPE SON CORY: Vhat we're approving doeb in

HR, PARKIT

fact confer to that corpordtlon certain benefits and rlghts,

‘a lot aof obligations, too.

MR, STEVENS: Potential. ' ‘

AN

CHAIRPERSON CORY: Yes, but it is not just ﬁhat
/

we are in the same” pOSltlon as if we didn't : in the future,

that if upon the closedown we are dealing with a single =
lessee, the Wrather Corporation, rather than if we close

1t down today we could po out to a multltude of people for
I'm JUbt trying to ascertain

what it is ﬁé're giving away. I'm not saving that it's.
iﬂi@ﬁ%opriate. I just want to clearly uanderstand what it
igmwe'fe conferring. You've got to‘be gefting sonething

for looking at this turkey.

{* Y
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, i MR, STEVENS: A trip to Sacramento. &
@ 2 " CHAIRPERSON CORY: Second prize is two trips.

3 (Laughter.) »

4 MR. STEVENS? I think’yau're bringing the land
¢ 51 side into perspective. You might keep; in mind that with
61 the parking requirements for the Queen and the HK-1, thére
o . 7| is no additional land side to develop unless we handle
@ 8| the parking by building‘“a vi)arking garage, which is

°r basically creating mox® real estate.;\ 4
= 10 CHAIRPLRSON ({(;orw: But if you £oxgorrou come to

@ o n ‘your senses and 54y, th:i;f,z is a dumb idea, iet's close the

- 12§ poat - -

;- 13 MR. STEVI‘:N‘”‘:‘ We would be $10 million poorer.
,a [;" H 1 CHAIRPERSON CORY: Not if you haven't spend the
- 15 | money “

; . 16 MR. BTEVENS: We:»’have ‘to spend the money for

A 7] o 1ring AR

pulling it out, \

[ 18 CﬁAIRPERSOZﬁ CORY: You li\jxve to spend the 10 milliod
‘ N 19 | yoburbishing it before you junk it R

® b 20 MR. McJUNKIN: They would have to péy us rent

o 21 | for five years. = .

‘ 22 | MR. STI;'VENS: 'l‘hzft' s why our aéreement from the
’ 23 | government standpoint is g no-down side deal. We have to
- 2% | take a $l§') million risk;”a‘nd if we fail, you're no worse
Yo 25 | Gff than you are. If we make it, you make it, too. It's

® :

PETERS SHORTHAND REPORTING CORPORATION &
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® —
. ‘ an incredible deal for the Htate of California from a . »\,\
® K 2| business standpoint, \
3  CHAIRPERSON GORY: So, with risk capital of
41 10 million to try ‘_;_«g_:ovmake the project ‘Viable,}p:}?us fze
¢ + 51 get $500,000 plus t?he gross salvage receipts.
& MR. '\\i»Tl’:ETVENS: Those are all aggregated together
: 7 in a combination effect, but [ think that the total
® 8| dollar is §7-1/2 millien that we have to -- in a combination
92 | of investment and rentals and so forth, have given to the
- 10 | povernment in the five-year period‘.{/m We don't know 'th‘e
e H q.nswérs to that ship, but I think it should give
= 12 | reassurance to the government, however, that in the ‘first
) 13 | month of operation by private enterprise, \;fe made mone};.
ﬁ = 14 CHAIRPERSON CORY: But you could not c¢lose it ’
15 1 tomorrow. |
R 16 /\' MR. 'STE\;ETJS: Five years. [ hdve a five-year
6} 17 | lock-in. = | | o no
p /f z 18 ME. McJUNKIN: They owe five years' rfent}}’i{f Th«l&’
b h 19| can't scrap it until the end of the fifth year. Thtey could
; e 20 | close it and do no business, but they would still have to
: L 21 | pay us rent sach year. \’ | ,
o 22| ¥R, STHVENS: In addition to that, in addition "
® 23 | to the 7-1/2 million there, the HK-1 prcjeﬁt alone now
ﬁ 24 | stands at about 8-1/2 to $9 million investment. So, there
25 are great finzuiéial incentives for (yr company to make
& )
: " )\DETERS SHORTHAND REPORTING CORPORATION'
® T GAGRANENTO, GALIFORIIA 00030 o

TELEPHONE (918) 383-3601
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% 1 thiﬁs"\'a suc:ce§s, and if\fcwe}i‘re success ful tlwn ‘the peeple
kd 2| are successful. o -
? 3 CIJATRPERBON CORY:: Ony halz‘{ humorously 1 say,
‘ 4 15 ‘this really a Lands Commiésion"‘mee‘ting gf a sanity
o 5 | hearing? @ ” |
6 MR. STEVIDNS: I'm prepared to go out’ in a gtmight—
o 7 jacket one way or i:ha other. p | ‘
® ) 8 CH’\I:\PE SON CORY: Well lady, got“any ideas
v 4 what you wantU to do with this?
w‘g MS . I»I(JRGA\IQ I don't know. Cualrman, do you
® ”‘li hmn_ any ideas what vuu want to do withk this? ; )
| 12 MR, ACKERMANA r} Has the staff worked out the
13 | eoxact lang:uage ac“ceptnnm tb those two ‘madificationsﬁ?
Q g 14 h (Continued on next page.) |
o sl »
) ) 16
{ Y 18 ; . -
i 19
H’ e 20 )
Y .
. 22 ) |
4 5
¢ 28| .
24 \\ |
T °25 S o
° | ..
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need the last part of it now.

’ ?y ) O ° &0
: i ~ ! » e
: ‘ : 78 '
' EXECUTIVE OFFICER NORTHROP: We hi#ven't worked
- 0
out the exact language. ’
MR. GRIMES: ve havm;;hlthough we won't . &

Yes,

= N g
They'te giving us the first
Y ‘

one verbatim and nothinﬁ”on the seoond
il

5 l
MR TA%LOR. Wm%h the understandlnq that the

‘socond one is being strikdn subject to bedng brought back

“we had in mind.

up at the time of review of another plan, and -the understandl

alse is that the flrst 1ncludes the HK—l

‘ MR. McJUNKIW: Excudes rather i
\ MR. PARKIN: It' approvod Maybe youﬂought
(
i\

ta take that in a svpardbv action

© EXECUTIVE OFFICER NORTHROP: & new number two.
Mr. Chairmaﬁ, I think wo have sﬁmg%additional language -
starting with deleting (0{42) and replacing (c)(;) witg
the language that Sue has. |

| MS. WYLIR: (2) would read that the approval

‘ of the  lease includes an approval of the HK-1 proj ject as

de@cribed witﬁin the lease. ' 4 ;
 CHAIRPERSON CORY: I don’'t think that's what

20
I think we need some more explicit language

that th%? is with respect to Parcels 1, 2 or 3.

m \

MR. TAYLOR: Cne, two. or fopr.

CHAIRPERSON cony N6. We were told, as, I under-

stand it, that it wis going to be on one and not on four,

hg

PETERS SHOHTHAND HEPORTING CORPO‘MTION
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B ‘, TELEPHONE-{916) 303-3601




»”
N

79
¢ { _F |
1| five or six because that is a fundamgntal distinction that |
2| I want to have same questlons answered " If it's one, that's
3 flne. I'm W1lllng to go w1th it. v | j
4 ASSEMBLYMAN RELDER: The rest is water, sg it
. 5| has to %e q%eé o _ﬁ B %
6 C%AIRPERSON CORY: In tefms of covering the water »2
| 7 and expanding the geographical boundaries -- {
8 MR;>STEVENS: It?b on one. f
f? ﬁ“i MR. PARKih: I Lthk that's 1nc1uded in the languaga.
jo v &\unalRPERSON CORY ”I just want ta make sure that i
11 nabqﬁ§ has*gny misunderstandings that we are not expanding
Y2 ~thé'i(oxiétinq geographical boundaries of what we've got
13 | encumbered. in there. =
145 23(/ ) MR. STEVENS- ~And I don't want to move it a third
lflgtimq; v s v o i N
LT MR. GRAY: Wasn't that cmvereduunder the noddingé
ar CHATRPERSON CORY: I thought so, but I just wanted
18 ﬂﬁq make§§§fe we -fiad it amended.
A9 \Eg. WYLIE: The amended languaqe‘wéﬁla then read
20 | that the HRK-% préject then locateducndPa;cel“i is appgﬁved
21 :aspdegpribedowithin the lease. | ) V
; o .
?2 MS. MORGAN: You're no% comfortable with the &
zayilanguage. . o .
i4 £ CHAIRPERSOﬁ‘CORY:~ I'm not coﬁfortable because
25 ?{ want an ekplicit ‘statement before we get to C . :§pu
o ' ( » /. o ‘ -
:_(ﬁ ‘ W -ﬁ /  f”§ - /’ _ ﬂ
L - Lo ; &
. PETERS SHORTHAND nspoarme caappm'nou
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)in, and I d@n t want to be saddled in my future life Wlth

”that.“What I'm saying is a statement that whereas theM

1

~ox somethlnq like that. I think what the chairman is 1nuer~

end of it. 'qOmeonerwho hasn't sat through ‘this and 13 dm

‘nas acted unllaterally to get us to this p01nt, we now

‘the best interests of proceeding.

what has éreceded your action toda

‘ested in is tiat no actlon today be construed as blessing

T

pick up the paper and it says that said lease is in the

best intereskt of the sbate, and it doal; with the nrosﬁﬁ&tive

I
R

years of prlor I think is gwlng to come to the‘conclusion,
could mistakenly come to the conclusmon that we are blessing
the Queen Mary project; and I have to tel1 you in all candor

I would have navexr voted for any part of thlS‘prOject g01ng

state flnds itself in a. sxtuatlon in whbich the glantee
find that, aqiven those circumstances, this lease is in

MR. STEVENS:' I understand I gd% it. o

MR PARKIN. I was wonderlng if you could take ;
paragraph. D and chanqa it with C , D then becoming

C and ju%t&add onto that that whatever your action is

S

is in no way construed as givinq anylkind of approval over

B j // ) P
P

MR. ACKERMAN- It mlght helo, tdp, if D were 7
changed to refer to not just other matters not before the

comm@a51on at this time, but also not any o+her matters

relatlng to the pro:ect previously from ‘67 Lhrough '80 .

PE TERS SHORTHAND REPORTING CORPORATION £
7700 COLLEGE TOWN DRWE SUITE 209 -~
SACRAMENTO, DALIFORNIA 85326 : €
0 TELEPHONE(916) 583-3601 -~ . L)A o -
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"

any ralatlonsth that: the cammissmon has had to the City

of Long Beach on this progect from '67 to the preqent.
\
Is that correct? N

[ Ve

,..,L

CHAIRPERSON CORY Yes.

&

MS. MORGAN: I'd be perfectly happy to move to

take the matter under submission to give the staff a chance
27

to work up some language that'shacceptable to the Chair

_and to gonvince me that this is in the best interests of

the state in their opinion. |

MR, ACKERMAN: You want to recess for a moment

to do that?
4Thereupon a bricf discussion was held

off tho record.) ,

RS

CHATRPERSON CORY: We'll take another 15 minutes

and see lf we can work something Out.
(Thereupon a brief recess was taken. ) 5

CHATRPERSON CORY: Would the staff read the final

version of the amended proposed action item?

in\

E‘(ECUTIVE OFFICER NOR’J’HROP Mr. Chailrman, Item

Item 2 stays the same. Item 2A stays

"

L sta§ the same.
Item 2B stays the same.g

the same‘
M8, WYLIE: ItemFQ will read:
, “These findings xelate solely to

t+he lease dated October 7. 1980 between

the City of Long Beach and Wrather Port

s

g' ki‘; | s -
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1 VPropcxties and not‘to any prior transaction
2 »to date regarding the Queén Mary project.™
x| Item D Will read that:
4 "Given the cirffumstances iﬁ which
5 the alty has plaﬁ¢d itself by its prior
6 ‘3 actlons, said aease is in the best interests
7 of the state provided that:"
8 One would remain the same. Item number 2 would
° ‘be deleted, and Item.number 2 would %hen become that: "The
10 | HK-1 project located on Parcel 1 is approved as described
41 | within the lease."
e EXECUTIVE OFFICER NORTHROP: That completes our
13 | recommendatiea, Mr. Chairman.
f,’,\ 'CHATRPERSON CORY: ‘And the staff informed one
15 §b‘\th§ ~commissioners during the re;;ss that it is your
>5 0pinion with these changes that this proposed lease is
%17 in the best interest of the state, and that is the staff
18 recommendation? v |
19 EXECUTIVE OFFICER NOR’I‘HﬁOP{é Given the language
20 | that was just given to you, yes, sir;
2 CHAIRPERSON CORY: I$ there anybody on the staff
22 chat‘disagrees with that? Is that what you wanted on the
23 | record? \, ' , o
wa | MS. QORGAN' Yeos. |
25 CHAIRPERSON uORY Knox, do yoﬁ have some comments
PETERS SHORTHAND REPORTING CORPORATION
) T OAGPAMENTO, OALIFORNIA 35036
/;) ) TELEPHONE (§15) 303-3601 4
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go forward.

\frag‘i le structure.

you wish to make? o L - s

4

YR. MELLON: I'm Knox Mellof. I'm the %taté

Historic Preservation Officer. We haVe‘worked for a number

it
3

of months with the City of Lond Be?chi and the port and
mmst recently with the Wrather Corporhtlon in the interest

_;f saving the Hughes flylng ‘boat. ‘My office is satisfied

: /

that the Dronosal by the Wrather Corn‘pratlon for Lulocatlng
i A

the aircraft and attaching a.t, puttln»g it adjacent to the

Quenn Mary and u+1llzlng it as a tour+st attractlon\hlong“
A )

with the Qﬂ@cn Marv ig certnxnb‘ in- Lhe best 1ntergst of

historic{reservation and hopefullly thereby in the 1nterest
of the people of Ca‘lforn1$\ﬁnd of the ‘nation.
We very much would like to'ses that alrcraft(
relocated to the proposed site and hopo“;hat this will ”
MS. MORGAN: /ﬁgox, what hapwens in five years
if they scrap it? |

MR. MELLON: Scrap the proposal for the two facilit

or scrap the aircraft? ‘
MS. MORGAN: Is the aircraft scrapable?

MR. MELLON: It's scrapable, sure. It's a very

MR. STEVENS: To answer your guestion perhaps

&

from our standpoint, the Smithsonian ard the Summa Corporatio]

have imposed very stringent requirements upon us for the

Les

PETERS SHORTHAND REFORTING CORPORATION
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that wete the case, but thur% are -also timeg when historic

o

disposition of the alrcraft shou]d 1t nct be in the publlh
interest to gontinue to dlsplay or the public loses 1ntrrast,
goa forbid, at some future time; and we are requirgd by
conkract to“impound $500,000 into a trust fund immediately
out of the first funds available for that purpose.

MS. MORGAN- For what purposa?

MR. STEVENS: For the purpose of ultimate destructi

should that be necessary. They %ave a very precise way --

o

MS. MORGAN: I thought you cmuldg;t destroy histor-

ical monuments,

MR. MELILON: Woell, there are times when we wish

objects and structures havd & be destroyed, and there {
: ; \ i

A it . a
are bottom 1ine§ prior to demoiition. They involve things

like measured line drawings, blueprints, photographs, ' somethij

3

that future generations will have a chance to refer to
so thoy will know what it was like at least in terms of

> a .
blueprints and phpﬁbgraphs. Yes, sometimes they have %o

be}de$£royed.

CHAIRPERSON CORY: I would like the Executiﬁe

)
Officer and chief pletroleum englneer to” note that lt is

i

pOSSlble to destroy hlstorlcal monuments.,

(Laqghter.)

B\

CHAIRPERSON CORY: That is unrelated to thls,

but I just want the two of you to keep that in mingd.

3

on

[e]
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1 M8. MQRGAN' The $500,000 trust fund, I assume, //7%
Q. 2| is for the purposes of complylnq with those kinds of |
3 rules. ) ‘
4 MR, STEVENS: It has nothing te do with the five
& .. 5| years at all. It woulu hopefully neverxr be dn. play, but
/ 8 1n ,40 years or whenever the lease is up, the m.,ople may -
,(A - : 7 | decide that they have a betté&rp use for the property, in
@ ' ‘ g | which case it would have to P\Te destroyed.
s 9 , MS. MORGAN: Does {Jthe Chair i}j}ave any c¢pinion ?}
10 | on this? ~ )
* r CHAIRPERHON  CORY: Pardon mé. I hate to take
) 1z | the time with thig. The ether guestion that I touched
q;\ Ll
, 13 | on l;LghLly, the wj*alher Corporation recently sold 1ts Tele—
® . 14 prompter stock and other Lhingf;. So, it's liguid. One
° 15 | of the things which I asked the staff for whicl' they were
- 16 jusi: able to get me were the 10K's that were filed for
A 17 | '79, March 31, '80(3in that range.
’ 13 a .~ One of the things that's been presented, first
& . X 19 | of all, you're the only game in town; but you're also the-
,ﬁ L C 20 | best in that category. Just so we understand, you're in
f 21 | the hotel business,‘ tha television productior business.
AR 22 MR STﬁVENS‘ Yes., I'll give you for the record
a‘éﬁu(,\i 23 | Jjust a bxlef overview. First of all, our company has been
24 | public since 1960, with an outgrowth ‘of the ‘persenal Ainvest—
zg ments of Mr. Jack Wrathe.r, ‘hence the name Wrather Corporation}
® ‘
o s
e

6 : ' PETERS SHORTHAND REPORTING CORPORATION
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We have never been a traditional public company in the
go—go sense. We are 1ntorested in very unique properties,
as you might 1mag1ne ~ We created thc Dlsneyland Hotel
From scratch when no one else had the vision. Every ether
hotel operator in the country turned the situation down
because who would build a hotel in an orange grove next

to a kiddie farm. Mr. Wrather d4id, and to our knowledg:,

it's the most profitable hotel per dollar invested in the

world. .

o We are what is known in‘Néw York secu&ity circles
as an agaat play. We concentrate principally on buildiﬁg
up the value ol our agsets through long-term QWnérship.
We're not u buyer-seller in Lhe typical sense.

our fields are in rcal estate. We own 21 acres
adjacont to Dmsneyland which we'll be developing this next
vear. We, of course, own the Disneyland Hotel, ﬁohlch is
on our books I think in the neighborhood of $30 million.
It was recently appraiééd at $125 nillion. We just did
s2ll or are, in the process of selling to Westinghouse our

a

shares in Teleprompter, the world's largest cable TV company,

for whmch we Wlll recelve 62 million ox thereabouts ;L §
cash, own the Lone Ranger, Sergeant Preston of the
Yykon and the Lassie properties ‘and have for many, many
yearg; and we have\g major olil and agas exploration and

\

)
evelopment program of long standing.
\‘\\ » :

I\
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CHAIRPERSON CORY: ' Is your oil and gas opera%ion

in a positive cash flow position?

MR. STEVENS: Basically, again, Mr. Cory, wh;ie

we're in a pgsitive cash flow posture, as you well know
the tax situation concerning oil and gas, exploration is:

very favorable. You don't show much carnlng, but the cashﬂ

flcw is very good; an@ the reserves that we've' “beer’ ‘able

to develop are substantial.

CHATRPERSON CORY: I apologize for getting into

this in this kiqg/of fcrum. o
N Y

MR‘QSTEFENS: Not at all. We love to ta}k about

it.

~ &

0
The 10K

CHAIRPERSON CORY: 'S,ﬁh“b 1 have, in

essence, for '79 show a million one forty-eil ﬁ 't loss overall,

-~

but as I look at that, that appears to be basically stemming
from losses in terms of your actual divisions or profif
. i

0 ‘ I

centers is in the film. 6. ! i

ﬂ‘ ' MR. STEVENS- Agaln, the numbers that you' ra-

N

_referring to sxe from federal tax returns. As I believe,

as you know also, the way that theqe accountants are allowed
to ‘handle film lnventory is much L;;e oil and gas, and

you axe able to take certain wrlteoffs at tlmes/ hat afé
i R

not consistent with the cash £low results. We ﬂld a major

motion picture during thls peTlOd of tlme, the Lone Range

epilct which will be coming cutwhopegully sometime in the

w7t

no
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CHAIRPEJ(SON CORY:

e

that you don't have a whole lot of lossés somewhere eiSe,

that you're really in a position to bony up the ten and
/\

you re golng Po go on with it.

MR. YTEVENS: That's rmqht, and one of the maln

reasons is Mr. and Mrs. W}aLer‘mddu 18 crossings in the

two Queens, and there is more ﬁpan“a monetary attachment
hé&e: o v |
CHATRPERSON CORY: Being a public corporhtion,

that couldn't affect ynur gltockholders' oqumLy, I'm sure

I'm just trying to £it together

1
A )
P2 MR. STEVENS: Oh, no- Obviously Mr. Wrather
13 owns/hglf the shares. ﬁm's interested in making money,
14 toow ’ ‘
15 l CHAIRPERSON CORY our choices are turning down,
I
16 putt*nc it over, approv1ng it wmth those amendments
- ASSEMBLYMAN- HLDER: I move it. (
18 1 (Laughter.)‘ o N
19| CHAIRPERSON CORY: Dave Elder would move it. K3
" ’ o L Cog b
20 | Tf you had the votes, I'd be .glad to let you do it.‘VItLt
o 8 o A
21 would save a lot of proble@p for me. i
22 (Baughter.) ’ 5
23 ' MS. MORGAN: Well, I couldn't get the staff to’
24 waiver. They wre convinced this is in the best interests
s’ | of the stéfe. Sixtyﬁiix year leases.
/ N ’ } = T
p - o o N k! .
s - / PETERS SHORTHAND REPORTING CORPORATION .
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TELEPHO JE (216) 383:3601
W 0 ) i : ' &
i S ((




] s
i 5o - p
7 ¥ EXECUTIVE OFFICHR NORPUROD: With rent reviews. i
) MS. MORGAN: Oh,.all righl,
; 3 CHAIRPERSON CORY: Bofore wlu take the action
4 | that the staff is pxishing Sugle -~ ol ghe's to,;:ally control-
5 | led by the staff -- | |
6 (Laughter ) C
oy | | —  CUAIRPERSON CORY: There is a point that I think
® \\ g | needs to’be put ,furélh explie L'tly, and thére have been some
| {_j N § staff c;l,\mm;aa'iﬂz the eity; buk in 1967 when I bécé;me an
i | o, N 10 eleelod )\u'lif‘if‘-ial, f thought thare was an understanding
® \\ $1 b with the city Fathors that they would pever bring anything
9 . “ o 12 | connected to agpr‘oyai of tho Queen 1~>1*i)j¢g‘; Lo me. - Thé,»s%
f ?f; o 3| is the first time it has happened, ;m,:ﬂ"{that‘s thé r@asqn"’)
5 3 : ” i4 I wanted to amend thill in terms of the prior difficulties.
7, " | 15 But there is a prbblem, in my opinion, that g.f things are
S 16 | 92ing to proceed on other developments, dSI would guess
@ “ ' o 41| is co;ltemplated on *c,y/trrnlng t‘hi;s thing arguﬁd so Q\\;hat the
ﬁ h 3 E’Qgﬁg‘v Wrather )C:‘orp?ration[’{cah get a if‘eturn on their in}k«}stnlent -
UI . ‘19/}' their/stgckpoldérs have f\ right to expect,’ I think that
_“ - 30 | the city is gaing to have to do a hetter job of preparing
2, . Lﬂs because at the start of thisg meetin:g and- still I feel
» 22 | we're somawhathuyihg a pig in a polk in terms of ‘vgy;n:/r:ally
g° . 25| having écne h-hré’ugh theisteps that you have gone £hz§6ugh
) .,""'";“;4 over a seri-ﬁas‘ of months as to why you maéde each of these. ‘
/r 2% decisions. )
e -
Jr ' © PETERS $HORTHAND REPORTING CORPORATION -
o | T -
TELEPHONE {916) 305-3600  © M i\ ‘k 5 \(
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mat this late date.

had dlfflculty in obtamnipg

in a timely manner,

your comments.

o : 1 (
| b\
‘ 5 \\ /)

K

e

We wWere brduqht in for,a quickqmeeting and to

make all these things; and if you think the next time Jt

( 3

comes in for a development P\én that lf's going Lo be: approvei

on this kind of a basis bnca e of some moral obllgatlon

to third-party contragtees, bemanse if this was tne city's
i / 1

progect a%onc, T.-would not be prepared to voteﬂxor it.
Butstheréfscems to be somabody in the prlvate sector who

is hung out on having to proceed. I'm uncomfortable about

proceeding on th'vs kind of a time frame with this kind

So I think it should be made.
4 R
clear that if you want to proceed, yau had better start
A 7
putting more cards on the table soonuz so we know what

of information behind it.

the problems are, rather than trying to handle the matter

Y .
i

r ' ' ,}\\ 3
I don't know how the(other commissioners feel
N v

on that, Put you're welcome to make comments if I'm oud
' Y

of line in that regard. '

b
MR. ACKERMAN: T would concur I think, Xen, in

= 0
These negotlatxbns have been going on for
our staff has

quite a bit of time.~As khey progressed,

some doecuments and documentatior”

even at the point to where mbviouély

we had bo cancel the agendar item at las % meetlng and reschedu

= Iy

it until now bocause the’ staff didn’ L haVe the adequate

documents in front 6f them with whlch to make a recommendatiol

- "

Va
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. the situation we're inﬁtoday,
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I even discussed with some of the staff addihg
some 1tems to the calcndar approval to where, when we talk
about future development that we reguire 30 ~day or 90—
day submission of the necessary documentation from the-

city“to the gtaff prior to even scheduling the ceiendar

items. I don't think it's heces§;r§ ko write that into

the actual motion that's done, but in order to expedite

everythlnq, I think that would serve great service, both

to the commission and its staff, but I think, more importantl

‘to the Wrather Corporation which is negoatiating and operatin
in good faith with the City,”end that good faith has to

be also shared with the state. So that we can return that

l
good faith, I thlnkdlt necessitates Lhat sharing of informa-

FA)

tion in advaﬂce in whatever joint meetlnge are necessary
to take place and the' other so that when the first project
in coniorman&e Wlth'ﬁhls lease agreement comes before us
"for approval for ené)development changes e don't get into
It's not fair to the Wrather

Cornoratlon, and I dQn‘t thlnk it's fair to the commnﬁelon

e
& Sk

staff, who could be placed in a aifficult position to do

o) s

proper and adequate staff work.

MR.;STEVﬁNS: I can assure you that ‘we will make

sure that there is adequate communication as well because,

as you say,HWe have a.great deal of risk.
That's

MR. ACKERMAN: Anothbr trip-+o Sacramento.

Y
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1| the essence of my comments.
2 CHAIRPERSON CORY: Reédy to approve it? ,,\/_Do we
3| have a motion? IS there a motion? ’ «;
A MR. ACKERMAN: I will move it.
5 CHAIRPERSON C;ORY:’ It is moved.
6 mS. “MORGAN : L_Lr “zocond. |
71 CHAIRi’ERSOi\] CORY: It is seconded. All those
8 | in favor sighify by saying aye.
9 (Ayes.) / g
10 CHAIRPERSON CORY:’: é&‘he motion is carried.
1 { T}};n'//z?upgg;@gim%?&;}ngmm.E the State Lands
12 Ga{ ission was adjournad at 2:15 p.m.) )
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@ \ 1 CERTIFICATE O} BHORTHAN) m«'vmm'm ¢
' o
® 2 I, WFNDY E. STEWARY, a Ci\l“tlfiua Hhorthand Rrspot}ter
o 3| of the State of California, do hcreby ccrtﬂiiyv‘\: //
e 3 ',L‘hat I am\a disir{fte“rested person herein; that |
® 5 tle ;nrc,qoinq State Lands Comﬂ‘\1551on Meetin«g was reported
//
6! in {(shorthand by me, ‘Wendy E. Stewart, and thoreafter trans-
Y’ ,
7 cribbd into typewriting. o
Qa '8 [4';;_',,';;;\,1 fl;)rther certify that T am not of counsel or “‘i\\\
9 | attorney 'Fm: any of the parties to sald meeting, nor in h
@ J
o &_#/ 10 any way lutfwcstml {n the oubcome of pald nmeetind,
® 1" IN WITNESS WHIRIOL ' 1 have hereunto ot my hand’
2 | this 26th day, of Novémbcr, 1980.:
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¢ . WENDY E. STEWART
15 - Certified Shorthand Reportor
o ) License No. 4355
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